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IMF’s 2022 Growth Downgrades: Because & In Spite    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

IMF Dims 2022 Outlook: In its January 2022 update to the World Economic Outlook (WEO), the IMF has 

downgraded global growth for 2022 by 0.5%-pts to 4.4% from 4.9% projected in the October 2021 edition of the 

WEO (and from an estimated 5.9% in 2021, flattered by COVID base effects). Although 2023 has been revised up 

0.2%-points to 3.8%, this is mostly a “mechanical pick-up” from 2022 “drags”. Crucially, the cumulative 2022-23 

growth effect is consistent with disrupted and dampened recovery out of the pandemic. Rolling supply-chain 

kinks, troubling escalation and broadening of inflation, and stuttered re-opening due to the Omicron variant of (COVID) 

are in the line-up of “usual suspects” for the dimmer recovery in 2022.    

 

Led by Sharp US & China Lead Downgrades: And sharp downgrades to US (-1.2%-pts to 4.0%) and China (-0.8%-

pts to 4.8%), the world’s two largest economies, are (perhaps unsurprisingly) the key drivers of this knock back in 

global growth prospects for 2022. What’s poignant is that the drag imposed by US and China is not only 

disproportionally large, with US and China downgrades contributing ~ 70% of the 0.5%-pt downgrade to 2022 global 

growth, but also somewhat persistent insofar that US and China barely account for a fifth of the 0.2%-point 

“mechanical” upgrade in 2023. In a sense, the conspiracy of drag forces impeding an unfettered and emphatic appear 

to be resonating in and via US and China risks, policies and outcomes.   
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US’ “Because”: In the case of the US, the IMF has justifiably identified headwinds because of policy; both fiscal and 

monetary. Specifically, a shortfall in US fiscal ambitions, led by disappointments in fully realizing Biden’s “Build Back 

Better” infrastructure boost, are expected to dampen fiscal tailwinds to US growth; which also entails some order 

of dampening in private sector growth multipliers.  

 

Crucially, a far more aggressive iteration of monetary stimulus withdrawal by the Fed, entailing rate hikes and 

planned balance sheet run-off, poses the single biggest downside threat to a growth (and not just for the US); as 

shock pervade, and possibly feedback between, the real economy and financial markets.  

 

Having been caught wrong-footed by worrying profusion of inflationary pressures (at 40-year highs) in the US, 

rendered far more pervasive and profound by energy and supply-side factors colluding with a confoundingly tight job 

market (that fuels wage pressures), the Fed’s “behind the curve” baggage accentuates risks of over-steer; and 

the attendant downside risks to growth. So, necessarily US headwinds may grow because of policy. 

 

China’s “In Spite”: In sharp contrast, threats to China’s economic growth are deemed to persist in spite of policy. 

Notably, despite the CEWC in December unambiguously declaring a line-up of coordinated stimulus (to tackle a 

trifecta of supply constraints, demand contraction and confidence deficit threatening growth), the IMF is a tad more 

downbeat. On-going financial travails of property developers, with potential for deleterious, far-reaching ripples from 

defaults and restructuring looming over precariously is certainly a, if not the, bug bear.  

 

What’s more, against a backdrop of Zero COVID policies compounded by power disruptions that stutter activity 

recovery, the IMF expects growth to be hobbled (in downgrading by 0.8%-points to below 5%). Point being, China’s 

policy stimulus risks being too little too late (given property market lags), and faces clear and present dangers of 

being overwhelmed by adverse global forces such as escalating energy costs and the Fed’s aggressive tightening.    

 

Prone to Stumbles: The upshot is that inflation risks (undermining aggregate demand), consequent tightening 

monetary/financial conditions from monetary policy response, persistent supply-chain disruptions amid lingering 

“variant” risks, and mounting geo-political tensions make for an uninspired recovery prone to stumbles. “Escape 

velocity” escapes the global recovery because, and in spite, of US and China; as underlying growth underwhelms.   
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Important Information 
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independent research department and it has not been prepared in accordance with legal requirements in any country or jurisdiction designed 
to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of 
investment research.  
 
Disclaimer 
Unless otherwise stated, all views or opinions herein are solely those of the author(s) as of the date of this publication and are not to be 
relied upon as authoritative or taken in substitution for the exercise of judgement by any recipient, and are subject to change without notice.  
This publication has been prepared by Mizuho solely from publicly available information. Information contained herein and the data 
underlying it have been obtained from, or based upon, sources believed by us to be reliable, but no assurance can be given that the 
information, data or any computations based thereon are accurate or complete. This publication provides general background information 
only. It is information in summary form and does not purport to be complete. This publication has been prepared for information purposes 
only and is not intended by Mizuho or its affiliates to constitute investment, legal, accounting, tax or other advice of any kind and all recipients 
of this publication are advised to contact independent advisors in order to evaluate the publication, including, without limitation, the suitability 
of any security, commodity, futures contract or instrument or related derivative (hereinafter, a “financial instrument”), product or strategy 
herein described. This publication is not intended to be relied upon as advice to investors or potential investors and does not take into 
account investment objectives, financial situation or needs of any particular investor. It is not intended for persons who are Retail Clients 
within the meaning of the United Kingdom’s Financial Conduct Authority rules nor for persons who are restricted in accordance with US, 
Japanese, Singapore or any other applicable securities laws. 
 
This publication has been prepared for information purposes only and is not intended by Mizuho to market any financial instrument, product 
or service or serve as a recommendation to take or refrain from taking any particular course of action or participate in any trading or other 
strategy. This publication is not an offer to buy or sell or a solicitation of any offer to buy or sell any security or any of the assets, businesses 
or undertakings described herein, or any other financial instrument, nor is it an offer to participate in any trading or other strategy, nor a 
disclosure document under applicable laws, rules, regulations or guidelines. Nothing contained herein is in any way intended by Mizuho or its 
affiliates to offer, solicit and/or market any financial instrument, product or service, or to act as any inducement to enter into any contract or 
commitment whatsoever.  Neither the author, Mizuho nor any affiliate accepts any liability whatsoever with respect to the use of this 
publication or its contents or for any errors or omissions herein. 
Mizuho and its affiliates, connected companies, employees or clients may take the other side of any order by you, enter into transactions 
contrary to any recommendations contained herein or have positions or make markets or act as principal or agent in transactions in any 
securities mentioned herein or derivative transactions relating thereto or perform or seek financial or advisory services for the issuers of 
those securities or financial instruments. 
 
All of the information contained in this publication is subject to further modification without prior notice and any and all opinions, forecasts, 
projections or forward-looking statements contained herein shall not be relied upon as facts nor relied upon as any indication of future 
results. Opinions stated in this publication are subject to change without notice. Future results may materially vary from such opinions, 
forecasts, projections or forward-looking statements. The information contained in this publication may not be current due to, among other 
things, changes in the financial markets or economic environment. Mizuho has no obligation to update any information contained in this 
publication. Past performance is not indicative of future performance.  
 
This is a strictly privileged and confidential publication. This publication contains information addressed only to a specific individual and is not 
intended for distribution to, or use by, any person other than the named addressee or any person or entity in any jurisdiction or country where 
such distribution or use would be contrary to law or regulation. Save with Mizuho’s prior written consent, you may not disclose, divulge, 
reproduce or furnish any information contained herein to any other party. Please notify the sender immediately if you have mistakenly 
received this publication. 
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