IX. INTERNATIONAL ECONOMIC DEVELOPMENT
7.1. Overview of the World
Economy2
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In Japan, economic indicators continue
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Sections 7.1 - 7.4 are excerpted from European
Central Bank monthly bulletin for August,
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largely driven by temporary factors, such
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are also some signs that underlying
growth is slowly moving into positive
territory.
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7.2. Inflation Developments

1.9%, from 2.1% in July.
Headline global inflation picked up
slightly in August, mainly on the back of

In Japan, annual CPI inflation remained

commodity price developments, while
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Similarly, global inflation picked up

energy) remained unchanged at -0.61%.
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driven by higher energy prices. In the
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oil prices caused by a fall in oil supply in

to 2.0% in August, from 1.8% in the

both OPEC and non-OPEC countries in
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contributed to lower oil prices. On the
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7.3. Commodity Price

generally expected to grow at a steady
pace in 2013, the International Energy

The Oil prices that declined by 1.5% in

Agency revised its expectations on oil
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increment that began in July. Brent

account of slowing global economic
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In aggregate terms, the price index for
The recent decline in oil prices reflects a

non-energy commodities (denominated

combination of supply and demand

in US dollars) stood 3.0% higher

factors. On the supply side, Saudi Arabia

towards the end of September than at the

announced an increase in oil supply in

beginning of the year.

response to the losses in production
following the oil sanctions against Iran
in

particular.
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announcement

partially offset the upward pressure on

7.4. Exchange Rate Developments
Between the end of June and early

foreign exchange option prices, has

October 2012 the effective exchange rate

decreased overall over the past three

of the euro remained broadly unchanged

months and remains below historical

in an environment of declining volatility.

averages.

The

continued

depreciation

of

the

effective exchange rate of the euro
throughout July started to reverse in
mid-August and on 2 October 2012 the
nominal effective exchange rate of the

7.5. Impact of Global Economic
Development

on

Ethiopian

Economy

euro, as measured against the currencies
of 20 of the euro area’s most important

Despite recovery in the global economy,

trading partners, stood 0.4% above its

export earnings during first quarter of

level at the end of June 2012 and 5.6%

2012/13 fell by 29.1 and 7.3 percent on

below its average level in 2011.

quarterly and quarter-on quarter bases,
respectively. Decline in the international

In bilateral terms, over the past three

price of major export items contributed

months the euro has appreciated against

to this decline although some other

most major currencies. Between 29 June

domestic factors also played a role.

and 2 October 2012 the euro appreciated
against the US dollar (by 2.7%), the

However, following the recovery in the

Japanese yen (by 0.9%) and the Swiss

global economy, the receipts from

franc (by 0.6%), but depreciated against

private transfers rose by 25.7 and 5.4

the pound sterling (by 0.8%). Over the

percent during the first quarter of

same horizon, the euro also depreciated

2012/13 vis-à-vis last year same period

vis-à-vis

European

and the preceding quarter, respectively.

currencies, including the Polish zloty (by

FDI also surged by 66.3 percent in

3.4%), the Czech koruna (by 2.3%) and

relation to last year the same period.

some

other

the Hungarian forint (by 0.8%). Market
volatility, as measured on the basis of

Similarly,

the

quarter-on-quarter

downward movement in international oil
price, which is associated with improved
oil supply, could not lead to a decline in
Ethiopian fuel import bill (19.4 percent
share which used to be 19.2 percent last
year the same period) due to increased
fuel

demand

Consequently,

of

the

country.

balance

of

payments

deficit widened in relation to the
preceding quarter and the same period
last year.

