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Abstract: The world economy has demonstrated 
unexpected resilience after experiencing multiple shocks 
caused by the Covid-19 pandemic, geopolitical conflicts, 
inflation and monetary tightening. Global trade has 
been recovering steadily, and the downward trend 
in international investment is expected to ease. With 
inflation rate falling further, major central banks have 
all embarked on interest rate cuts while fiscal policies 
have remained relatively loose. The global economy 
is expected to continue its slow recovery. That said, 
the world economy is beset with short-term issues and 
long-term challenges, resulting in plainly inadequate 
growth momentum as well as downside risks that 
cannot be overlooked. Looking into the future, the 
trajectory of the US Federal Reserve’s rate cut stays 
uncertain; the restructuring of the global industrial chain 
is accelerating; the global labor market is faced with 
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I. The 2024 world economy in review

In 2024, the world economy continued the momentum 
of moderate recovery with divergent performance of major 
economies. The paper gives a brief review of the world economy 
in 2024 from ten perspectives: growth, employment, price, 
debt, capital market, interest rate, foreign exchange rate, trade, 
investment and commodity.

In terms of economic growth, the world economy was 
stable on the whole, despite elevated uncertainties brought by 
continued geopolitical tensions, intensifying trade fragmentation, 
and monetary tightening pursued by major economies. Major 

structural issues; artificial intelligence is spearheading 
a new round of scientific and technological revolution 
and industrial transformation; the marginal utility of the 
World Trade Organization is diminishing; the West led 
by the US is hyping the so-called China’s “overcapacity”. 
By taking into account of the numerous signs of the 
world economy and evaluating judiciously the possible 
impacts of various factors, this paper predicts that the 
world economy will continue to move along a tortuous 
path of low-to-medium growth in 2025, with a growth 
rate of around 3.0%. Nevertheless, it is worth noting 
that if geopolitical turmoil or trade frictions intensify, the 
global growth rate may further decline.

Keywords: world economy, resilience, divergent 
growth
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international institutions gauged the global economy in fairly 
cautious and neutral tones. The International Monetary Fund 
(IMF) forecasted a 3.2% growth of the world economy in 
2024, 0.1 percentage points lower than in 2023. By countries, 
developed economies, as it predicted, would grow by 1.8% in 
2024, 0.1 percent higher than in 2023, while emerging markets 
and developing economies would grow by 4.2% in 2024, a 0.2 
percent decrease comparing to 2023.

When it comes to employment, the global job market fared 
better in 2024 over 2023. However, in the broader context of 
slowing economic growth, the situation was quite divergent 
among countries and youth unemployment remained prominent. 
The International Labour Organization (ILO) predicted that 
the global unemployment rate would drop from 5.0% in 2023 
to 4.9% in 2024. Unemployment in developed countries was 
relatively low, while the unemployment rate in emerging markets 
and developing countries stayed high on the whole but showed a 
downward trend.

On the price front, inflation fell further. The IMF estimated a 
5.9% average global inflation rate in 2024, 0.8 percentage points 
lower than in 2023. The inflation rate in developed economies 
was 2.7%, 1.9 percent lower than in 2023. For major economies, 
high inflation was no longer a priority.

From the perspective of debt and fiscal policy, total global 
debts continued to climb, but the total leverage ratio (the ratio 
of total debts to GDP) had begun to fall. According to the report 
of the Institute of International Finance (IIF), global debts 
amounted to US$312 trillion in the second quarter of 2024, an 
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increase of merely US$2.1 trillion compared with the start of 
the year. Meanwhile, the global total leverage ratio was 328.4%, 
0.8 percentage points down year on year. On the other hand, 
the global fiscal policy stance remained within a relatively 
loose sphere. The IMF data indicated, as many as 78.6% of 
the 196 economies included in the global statistics operated on 
fiscal deficits in 2024, the same level as in 2023. Among those 
economies, 45.9% had a fiscal deficit-to-GDP ratio of over 3%, 
down 5.1 percent compared with 2023, and 14.8% had a fiscal 
deficit-to-GDP ratio of over 6%, up 1 percent than in 2023.

Turning to the capital market, global stock markets rose 
on the whole in the first 10 months of 2024. Stock markets in 
developed economies continued their good performance since 
2023. Among them, the US S&P 500 index grew vigorously by 
19.6%. On the European markets, except for the French CAC40 
index which fell slightly by 0.3% in 2024, the main indexes of 
other countries grew by varying degrees. In contrast, the stock 
markets in emerging markets and developing economies were 
more divergent, but still climbed by and large. 

As for interest rates and foreign exchange rates, in the first 
half of 2024, the European and North American economies such 
as Switzerland, Sweden, Canada and the euro zone started to 
cut interest rates; in the second half of the year, the UK and the 
US also began reduction of interest rates. This signified that the 
global monetary policy had officially shifted from tightening 
to easing. Notwithstanding, a handful of economies, including 
Japan, chose to raise interest rates against the trend. Meanwhile, 
under the impact of the Federal Reserve’s monetary policy and 
geopolitics as well as other factors, the US dollar index fluctuated 
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notably in the range of 100-108 mainly in 2024.

For international trade and cross-border investment, as 
demand improved and supply chain restored, global trade 
in goods demonstrated a tendency of recovery in 2024. The 
World Trade Organization (WTO) projected that the volume of 
international trade in goods would grow by 2.7% in 2024, moving 
out of the shrinking situation in 2023. After two years of high 
interest rates, developed countries entered the cycle of rate cuts. 
As a result, the better financing conditions were favorable for 
the recovery of international project financing and cross-border 
transactions of merger and acquisition. The downward trend of 
cross-border investment was expected to be alleviated.

Commodity prices were on the decline. According to the 
statistics of the IMF, the global commodity price index was 
expected to be 165.2 in 2024, a slight decrease of 0.3% compared 
with 2023. However, price change varied widely among different 
categories. For energy price, it was estimated that the fuel price 
index in 2024 would be 182.2, down 3.8% from 2023; for food 
prices, the food and beverage price index in 2024 was projected 
to be 135.9, a slight drop of 0.3% year on year.

II. Issues meriting attention in the world economy 
currently and in the future 

There are many factors affecting the operation and trajectory 
of the world economy, with new issues keeping emerging. 
Currently and in the foreseeable future, the following six issues 
deserve close attention.
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i. The uncertain path of the US Federal Reserve’s interest 
rate cut

In September 2024, the US Federal Reserve announced 
the 50 basis points reduction of the federal funds rate, which 
started a new cycle of interest rate cut. Under the pressure of 
high inflation, the Fed had raised interest rates substantially 
since 2022 to curb inflation. The federal funds rate was gradually 
raised from 0%-0.25% to 5%-5.25%. In 2024, the inflationary 
pressure in the US slowly eased, while the unemployment rate 
rose slightly in the third quarter, and the number of new nonfarm 
jobs fluctuated. The new cycle of rate cuts of the Fed aimed 
at a “soft landing” of the economy and avoiding uncertainties 
that may lead to recession. However, the pace of rate cut in the 
future remains highly uncertain, which depends to great extent 
on the performance of key economic indicators such as inflation 
and employment. As Donald Trump assumes office in 2025, 
his policies may have a significant impact on employment and 
inflation in the US, which in turn will weigh on the Fed’s rate cut 
process.

ii. Accelerated restructuring of the global industrial chain

From 2020 to 2023, global trade was characterized by 
nearshoring, friendshoring and reshoring, indicating the global 
industrial chain was undergoing accelerated restructuring. By 
economies, the US has experienced notable reshoring since 
2011 and a significant trend of nearshoring and friendshoring 
since 2020. A special emphasis is placed on Southeast Asia as 
an important pivot of the US Indo-Pacific strategy. Although the 
tendency of reshoring in Europe is not yet prominent over the 
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long run, Europe is stepping up policies to encourage reshoring. 
After 2020, nearshoring in Europe has been more significant, 
while friendshoring is divided. All in all, the trends of global 
industrial chain reshoring, nearshoring and friendshoring 
launched by the US are gaining traction in the short term. These 
three trends may be challenged and restrained by numerous 
factors such as rising labor costs at home, weak industrial 
understructure in neighboring countries, and divergent interests 
among allies. The world economy needs to strike a balance and 
work out a win-win solution between securing supply chain and 
promoting globalization.

iii. Structural issues confronted by the global labor market

Three structural issues confront the global labor market. 
First, the global “employment gap” (the number of people 
who are willing to work but unemployed) and the scale of 
unemployment remain huge. In 2024, the global employment 
gap was as high as 402 million, who are mainly in developing 
countries. The global unemployment population was as many 
as 183 million. Second, the global youth unemployment is at 
a relatively high level and difficult to improve substantially in 
the short term. The global unemployment rate of youth aged 
15-24 was about 3.5 times that of adults aged 25 and above. 
Moreover, the proportion of NEET (Not in Employment, 
Education or Training) accounted for about 20.4% of the global 
youth population, while over 270 million young people couldn’t 
find decent jobs in a short time. Third, the wide application of 
artificial intelligence (AI) will not only improve productivity but 
replace some jobs, resulting in structural issues and inequalities in 
the labor market. In particular, the AI technologies will create an 
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AI or digital divide for the workers who lack computer and basic 
digital skills. Instead of enjoying the dividend of technological 
progress, these people will face a widening productivity gap from 
those who have such skills, which will aggravate the income 
inequality between these two groups of people. Attention must 
therefore be paid to the significant transformation of the global 
labor market caused by the rapid development and large-scale 
application of AI.

iv. AI is spearheading a new round of scientific and 
technological revolution and industrial transformation

The rapid advances in AI technology represented by 
ChatGPT were a key hot topic in 2024, and have a far-reaching 
impact on human society and the world economy. AI has brought 
forth new industries, new business models and new jobs, 
and become an important engine for investment in emerging 
industries. AI has given rise to such emerging industries as big 
data, cloud computing and platform economy, and new jobs 
such as machine learning specialists and algorithm engineers. It 
has also driven investment in the fields of chips, infrastructure 
and large language models. According to Goldman Sachs, the 
annual worldwide investment in AI technology is expected to 
reach US$200 billion by 2025. At the same time, AI can have a 
prominent impact on productivity through multiple channels and 
is expected to become a new driver of productivity gains. First, 
AI can raise the efficiency of low-skilled workers in specific 
occupations or organizations. For example, AI can improve 
the productivity of call center workers, software developers, 
intermediate-level professionals and other groups. Second, AI 
can empower researchers, improving research efficiency and 
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helping to overcome bottlenecks. For example, in biomedicine, 
AI has helped scientists understand the protein folding process; 
in energy, AI can be used to optimize the control of plasma in 
fusion reactors. Third, AI can improve productivity by providing 
assistance to highly skilled workers. Taking the medical industry 
as an example, AI can assist in doctors’ diagnosis and treatment 
plans by analyzing medical images, laboratory reports and 
physical examination data. However, it should be noted that AI is 
still in its infancy, and its impact on productivity is still limited. 
History shows that it takes a long time for general technology to 
mature and popularize, during which productivity improvement 
is often an incremental process. The specific path for AI to 
improve productivity is still unpredictable. It is necessary to 
strengthen collaboration among industries, universities and 
research institutions, promote inter-disciplinary integration, 
accelerate institutional innovation, and build an inclusive and 
prudential ecology for AI development. Only by giving full 
play to institutional advantages, defining clearly the legal and 
ethical boundaries, making systematic planning and pursuing 
refined governance can we better deal with the opportunities and 
challenges brought by AI.

v. The marginal utility of the World Trade Organization is 
diminishing

In 2023 and 2024, the WTO made some progress in 
promoting global trade governance. Yet it still faces many 
challenges and its marginal utility is somewhat diminishing. 
On the one hand, the WTO has made some breakthroughs in 
negotiations on investment facilitation, e-commerce, digital 
trade, fishery subsidies, agricultural subsidies and climate 
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change. At the 13th WTO Ministerial Conference held in 2024, 
a wide range of issues were discussed, such as fishery subsidies, 
reform of the dispute settlement mechanism, customs duties on 
electronic transmissions, agriculture and food security, Covid-19 
vaccine-related intellectual property rights, e-commerce, as 
well as industrial and agricultural subsidies. This shows that 
the international community has a strong desire to strengthen 
multilateral coordination and improve the global trade rules 
system. On the other hand, the process of WTO reform has 
visibly lagged behind the practical needs of economic and trade 
rules adjustment and institutional innovation. Some important 
issues such as the dispute settlement mechanism and agricultural 
subsidies have been at a standstill for a long time, awaiting 
effective solutions. Although WTO members had been consulting 
on the dispute settlement mechanism, especially the Appellate 
Body, no agreement was reached by the end of 2023. Agricultural 
negotiation involves market access, domestic support, export 
competition, among others, hence has always been the “hard 
bone” of the WTO reform. The divergence of interests between 
developed and developing countries on various issues has 
become an important factor slowing down the negotiations. The 
suspension of the dispute settlement mechanism and the stalled 
negotiations on key rules have undermined people’s confidence in 
the WTO. As the multilateral trading system encounters setbacks 
and the prospect of the WTO reform remains uncertain, the role 
of regional trade agreements has become increasingly prominent, 
which has brought a blow to the dominant position of the WTO to 
some extent. Recent years have seen the conclusion of a number 
of high-standard regional trade agreements, such as Regional 
Comprehensive Economic Partnership Agreement (RCEP) 
and Comprehensive and Progressive Trans-Pacific Partnership 
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Agreement (CPTPP). They have become new platforms for the 
reconfiguration of regional and even global economic and trade 
rules. At the same time, major economies have strengthened 
economic ties within and outside their respective regions, and 
promoted the nearshoring of supply chains. Some emerging 
markets and developing countries have also accelerated the 
development of new mechanisms for South-South cooperation. 
As such, the multilateral trading system has become increasingly 
fragmented. All these have objectively weakened the role of the 
WTO in international trade governance. Going forward, WTO 
members should build consensus, push forward negotiations 
on such priorities as transparency, notification mechanism and 
dispute settlement, keep up with new industries, new business 
forms and new trade models, and speed up the formulation of 
rules on new issues such as the digital economy, green trade and 
inclusive growth. Only by resolving issues where there is more 
common concern and accumulating outcomes one by one can the 
WTO reform be revived and the WTO develop in a way that is 
more just, equitable, inclusive and beneficial for all.

vi.  The US and the West hype on the so-called China’s 
overcapacity

Western economies such as the US and the EU have played 
up the so-called China’s “overcapacity”. Such hype is irrational 
in a number of ways. It is imperative to set the record straight, as 
four misunderstandings exist in their definition of overcapacity. 
First, under-utilized capacity is not overcapacity; second, export 
expansion is not overcapacity; third, decline in the profit margin 
and elimination of businesses are not overcapacity; and fourth, 
that potential capacity is greater than the most optimistic demand 
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forecast is not overcapacity. These four misunderstandings 
originate from the erroneous definition of so-called “overcapacity” 
by politicians in the US and the EU. Both economic practices and 
theories indicate that under-utilized production capacity, large 
export, falling profits and businesses’ exit from the market, and 
potential production capacity exceeding estimated demand should 
not be used as indicators to measure or alert overcapacity. The 
competitiveness of China’s green industry in the international 
market stems from the technological advantages enabled by 
effective policies. The relevant industrial policy conforms to the 
principle of competitive neutrality. China’s green industry follows 
the principle of competition, builds up its technological and cost 
advantages in competition, and establishes a strong position on 
the market. The groundless accusation about “overcapacity” 
in China’s green industry by western countries is driven by the 
political considerations of trade protectionism and industrial 
competition, rather than based on facts. In response, China should 
be firm in advancing globalization and international industrial 
capacity cooperation, through which all economies can benefit 
from China’s high-quality capacity. Meanwhile, China should 
actively promote domestic reform, build a unified domestic 
market at a faster pace, achieve a better synergy between 
government and market, and prevent the short-term overcapacity 
caused by institutional factors from becoming a long existence.

III. Outlook on the 2025 World Economy

On the whole, despite the continuing moderate recovery 
of the global economy, the easing inflationary pressure, the 
universal reduction of interest rates by major central banks, the 
turnaround of global trade, and the foreseeable stabilizing of the 
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downward trend of international investment, there are still quite 
a few uncertainties in the world economy, and the downside 
risks must not be underestimated. First, geopolitical conflicts 
may trigger supply shocks and volatility in commodity prices. 
Second, the risk of monetary policy missteps in major economies 
still exists. Third, the trend of trade fragmentation is intensifying, 
which may disrupt the global industrial and supply chains and 
reduce production efficiency.

At present, short to midterm issues and long-term factors 
are intertwined in the world economy. Short-term factors of 
uncertainty keep emerging, while deep-seated challenges and 
structural issues are increasingly prominent. Compared with 
the past, the global economy is confronted with increasing 
challenges and insufficient growth momentum. It is particularly 
noteworthy that the relevant policies adopted by the new Trump 
administration in 2025 may have a significant impact on the 
global economy. On the one hand, the new administration may 
take such measures as tax reduction, deregulation and large-
scale fiscal stimulus, which may bolster the continued expansion 
of the US economy in the short term. On the other hand, the 
new administration may impose sweeping tariffs worldwide, 
undermine the multilateral trade rules, and may even trigger a 
global trade war, thus hindering the global economic recovery.

According to the latest IMF forecast, the world economic 
growth rate will stabilize at 3.2% in 2024-2025. The paper is 
of the view that many factors may affect the world economy in 
2025, and the key variable is the economic performance of China 
and the US. Based on the current international economic and 
political landscape and the world economic situation, the world 
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economy in 2025 will stay on the track of low-to-medium growth, 
with an estimated growth rate of about 3.0%. Emerging markets 
and developing economies will continue to grow significantly 
faster than developed economies. The possibility of a significant 
fall in world economic growth due to geopolitical turmoil or 
escalatory trade frictions cannot be ruled out. 


