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Key 

Growth slowdown in emerging markets. Since 2010, a synchronous growth slowdown has been 

underway in emerging markets, especially in some of the largest ones. Given the size and 

integration with the global economy of the largest emerging markets—the BRICS (Brazil, Russian 

Federation, India, China, and South Africa)—a synchronous slowdown in these economies could 

have significant spillovers to the rest of the world through trade and finance. 

Spillovers from BRICS. A 1 percentage point decline in BRICS growth is associated with lower 

growth in other emerging markets by 0.8 percentage point, in frontier markets by 1.5 percentage 

points, and in the global economy by 0.4 percentage point over the following two years (Figure 1). 

Sizeable as these impacts are, those from major advanced economies remain larger still. 

Spillovers from individual BRICS. The magnitude and reach of growth spillovers vary across 

BRICS. A 1 percentage point decline in China’s growth could reduce growth in non-BRICS 

emerging markets by 0.5 percentage point and in frontier markets by 1 percentage point over two 

years. Growth shocks in Russia have considerable spillovers to some countries in the Europe and 

Central Asia region, while those in other large emerging markets affect, at most, neighboring 

countries.  

1 This chapter was prepared by Raju Huidrom, Ayhan Kose, and Franziska Ohnsorge, with contributions from Jose 

Luis Diaz Sanchez, Sandy Lei Ye, Jaime de Jesus Filho, Xiaodan Ding, Sergio Kurlat, and Qian Li. 

Key Points 

 Since 2010, a synchronous growth slowdown has been underway in emerging markets.

Given the size and integration with the global economy of the largest emerging markets,

the BRICS (Brazil, Russian Federation, India, China, and South Africa), a synchronous

slowdown in these economies could have significant spillovers to the rest of the world

through trade and financial flows.

 A 1 percentage point decline in BRICS growth would lower growth in other emerging

markets by 0.8 percentage point, in “frontier markets” by 1.5 percentage points, and in the

global economy by 0.4 percentage point over the following two years.

 A continued BRICS growth slowdown—combined with financial market stress—could

cut global growth by one-third in 2016.
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A perfect storm. Spillovers could be considerably larger if a synchronous BRICS growth 

slowdown is accompanied by financial market stress. If, in 2016, BRICS growth slows further (for 

example, by as much as the average growth disruption over the period 2010-14), growth in other 

emerging markets could fall short of expectations by about 1 percentage point and global growth 

by 0.7 percentage point (Figure 1). If such a BRICS growth decline scenario were to be 

accompanied by financial sector turbulence (e.g., similar to the 2013 “Taper Tantrum,” when 

markets overreacted to Federal Reserve announcements about quantitative easing), global growth 

could decline by an additional 0.4 percentage point. 

Policy responses. Since the BRICS slowdown has both structural and cyclical elements, a mix of 

counter-cyclical fiscal or monetary policy stimulus and structural reforms could be used to support 

activity. A renewed structural reform push could help lift growth prospects and, to the extent it 

encourages investment, support domestic demand as well as help improve investor sentiment and 

capital flows. This would be especially appropriate for countries with limited room for 

expansionary fiscal and monetary policies. 

Figure 1. Spillovers from growth slowdown in major emerging markets 
A growth slowdown in BRICS can significantly reduce growth in other emerging and frontier markets, 

and the global economy. Continued weak BRICS growth and rising emerging market risk premia could 

considerably reduce global growth. 

A. Impact of 1 percentage point decline in BRICS 

growth on growth in other countries 

B. Impact of growth slowdown in BRICS 

combined with financial stress on global growth 

Source: World Bank staff estimates. 

Note: EM = emerging markets. FM = frontier markets. 

A. Cumulated impulse responses for different horizons due to a 1 percentage point decline in BRICS growth. 

“Global” is a GDP-weighted average of BRICS, emerging and frontier markets, and G7 responses. Bars represent 

medians, and the vertical lines 16-84 percent confidence bands.  

B. Shows conditional forecasts of global growth, with conditions imposed on future BRICS growth and on 

JPMorgan’s Emerging Markets Bond Index (EMBI). The conditions are: (i) “BRICS growth as in 2015”: BRICS 

continue to grow at its current 2015 level during the forecast horizon; (ii) “BRICS growth downgrades as 2010-

14”: BRICS continue to grow during the forecast horizon at its current 2015 level minus the average forecast 

downgrades it saw during 2010-14; (iii) “BRICS growth with forecast downgrades and financial stress”: The second 

scenario is combined with EMBI rising by 100bp during the forecast horizon. Global growth is the GDP-weighted 

average of growth in BRICS, emerging markets excl. BRICS, frontier markets, and G7. 
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(Download chart data to Excel)

http://pubdocs.worldbank.org/pubdocs/publicdoc/2016/2/278241456157934757/Global-Economic-Prospects-January-2016-Highlights-Spillovers-Growth-Slowdown-Charts.xlsx

