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Today, I am writing to you once again from Washington, D.C., 

where I am attending the Spring Meetings of the World Bank and 

the International Monetary Fund (IMF). The atmosphere is pecu-

liar. The sun is shining, and delegates are trying to convince 

each other that somehow or other things won't turn out so bad. 

Yet, there is really only one topic of conversation: What surprise 

will Donald Trump spring next? This week it appeared like he 

might back down a bit in his harsh stance towards China and the 

Federal Reserve. The markets have celebrated that. But tomor-

row, everything could look completely different. To summarize in 

one sentence what many delegates think: expect the unex-

pected! 

The fear of one step too far 

In the quarter-century that I have participated in this annual gath-

ering of global finance, I have only once experienced such de-

gree of disorientation. That was during the financial crisis starting 

in 2008.  

But this time, one thing is different: the deep worries today are 

not the result of a sudden exogenous shock to the world econ-

omy. Rather, they are. The fear is almost palpable that the US 

President, in his erratic manner, might overstep and set in motion 

developments that he can no longer simply retract through his 

now almost customary backpedaling. 

Due to the extraordinary uncertainty, the IMF has been forced to 

take the rare step of calculating various forecasts for the global 

economy. One for the tariff scenarios before “Liberation Day” 

April 2, one for the situation after April 2, and one for a post- April 

9 world, when Trump temporarily paused the so-called reciprocal 
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tariffs for all countries bar China. Anyone who deals with fore-

casts knows how the IMF economists must have cursed that the 

parameters keep changing. But why should they fare better than 

us at LBBW Research? 

The IMF has reduced its expectations for global economic 

growth this year to 2.8%. That's 0.5 percentage points less than 

assumed as recently as January. During this century growth was 

only lower than that during the recessions of the financial, euro, 

and pandemic crises. The IMF has also revised down the growth 

forecast for next year. The reason is obvious: international trade 

expansion is screeching to a near halt, depressing economic dy-

namism globally. Thank you, Donald! But the IMF colleagues 

don't point fingers at the man who lives just three blocks down 

Pennsylvania Avenue. It is remarkable how everything they talk 

and write about revolves around Trump without ever mentioning 

his name. They tread carefully. After all, the US is the largest 

shareholder in both the IMF and the World Bank. 

Official forecasts still somewhat optimistic 

Thus, the forecasts are still infused with a quantum of hope. Our 

own forecasts are even a bit more pessimistic (see table). We 

take Trump at his word! We believe he is not bluffing but means 

what he says, even if it is sometimes contradictory.  

Particularly vulnerable to a global slowdown, of course, are the 

heavily indebted poorer countries, as risk premiums increase for 

them, budget support is being curtailed, commodity prices fall, 

and export opportunities diminish. Here comes the commercial 

break: Yesterday, a report of a group of experts, which I had the 

honor to lead, was published in Washington that deals precisely 

with the problems of this group of countries. If you are interested, 

take a look! Brickbats and bouquets are equally welcome.  
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Read the full report here. 
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County IMF 

Forcast

LBBW 

Forcast

World 2,8 2,4

USA 1,8 1,0

China 4,0 3,2

Euro Area 0,8 0,0

Germany 0,0 -0,5
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