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Real GDP growth, 2016 forecasts (%)
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US GDP expectations — Consistently hopeful

US growth expectations have been overly optimistic as market participants continue to cut forecasts
Evolution of Bloomberg consensus for annual US GDP growth, %
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2016 growth consensus has

dropped sharply in recent weeks
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China and AXJC have contributed 65% of global growth in 2016

China, India and ASEAN to dominate world growth in the next five years
Ppt contributions to global GDP growth
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APAC share of world GDP set to rise

North America 32 28 24 21 20
usS 28 24 20 18 17

Western Europe 30 22 20 17 14
Emerging Europe 5 5 6 6 6
Asia — Pacific 24 32 37 42 46
Japan 10 6 4 3 2

China 5 15 18 21 21

‘ India 2 3 6 8 12
Lati;i America 4 6 6 6 5
MENA 5 6 8 8 8
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Bank balance sheets have expanded significantly since GFC

Central bank Quantitative easing continues

Central bank balance sheets as a % of GDP
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Slow growth + low inflation + continued QE was the 2016 narrative

Inflation remained subdued in major advanced economies
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Investment-to-GDP ratios have fallen in many countries

Change in 2001-07 vs 2007-15, ppt
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High leverage impeding global growth

% of GDP
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Labour productivity and TFP slower since the global financial crisis

2001-07 (x-axis), 2007-15 (y-axis)
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Is the narrative on low growth and low inflation likely to change?

24% of fixed income is in negative yield territory = Market expectations of inflation has been

Proportion of bonds outstanding by yield bucket
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Americans remain anxious about the economy/ globalisation

Gallup poll: Most important problem the US is facing (average of three last monthly polls)

Economy in general
Dissatisfaction with government
Unemployment/jobs
Immigration

Race relations/racism

Health care

Terrorism

Federal budget deficit
Elections/election reform
Education

National security
Poverty/hunger/homelessness

Gap between rich and poor
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EU immigration a major theme in the UK’s referendum

Migration by citizenship Sharp rise in EU workers in the UK since GFC
Persons per year, '000s Non-UK nationals working in the UK, '000s
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Winners and losers from globalisation

Global growth incidence curve (1988-2008)

Cumulative real per capita growth between 1988 — 2008 (%)
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Populist risk in Europe; electoral map post Brexit / Trump

Germany: Federal elections
Sep/Oct 2017 Mainstream coalition
govemnment likely to win, but the

Poland: Right-wing Law and
Justice Party (Pi3) took office in Oct

result of far-right AfD will be closely
monitored.

Netherlands
Netherlands: General election 4
Mar 2017 could see a strong result
from far-right PV, but unlikely to be
able to form a coalition.
France: Presidential elections FIBL'IGE

Apr/May 2017. Possible good result |
for National Front's Marine Le Pen in

the first round. Very unlikely to win

the run-off.

Austria: Re-run of presidential
election (4 Dec) could vote ina

2015. Referendum on policy related
to immigration possible.

Poland
Germany Slovakia: Referendum on policy
related to immigration possible.
Slovakia+——
Austria Hungary
5

Hungary: 2 Oct referendum vote
against EU migrant quotas will

Italy

eurosceptic head of state (albeit a
mostly ceremonial position).
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Italy: 4 Dec referendum on
constitutional reform—a ‘Mo’ vote
undermines PM Renzi and benefits

eurosceptic Five-Star Movement. ‘Mo’

isinthe lead, a wide margin loss
could trigger early elections.

become government policy despite
low tumout.

Bulgaria
Bulgaria: 13 Nov run-off vote
voted an anti-immigrant, pro Moscow
president with Bulgarians

disenchanted with EU. Early general
election in Q1-17 a possibility.

Destabilising risk probability

e NOI5E
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Has the globalisation peaked?

The opening up of trade in goods was largely completed by 2010

Heritage scores on trade freedom, out of 100
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Trade blocs take various forms and cover a wide area of the globe

From free trade to political and economic integration

Typez of Trade Bloca
FuLL Mo barriers, unified
INTEGRATION policiessuch as within

acountry. g, the LS.
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adoptcommon extemnal

Economic o barriers, free movement of

UNION resources, (e.q., labourjanda

common Q)
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uniformset of economic

policies. e.q., European Union.

Eliminate internal barriers,
adoptcommon extemal
barriers, allow free
mavementof resources
among member counfries.
g.q., Mercosur.

Eliminate internal barriers,
agree on common external
barriers.e.g, EUTurkey

Eliminate internal barriers
butmaintain independent
external barriers

NAFTA Ads

o (T
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Lower, butnot eliminate,
barriers among members.

5%
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Argentina
Brazil
Paraguay
Uruguay
Venezuela

NAFTA

Canada

Mexico
us

Cyprus
Czechia
Denmark
Estonia
Finland
France
Germany
Greece

Hungary
Ireland

Italy
Latvia
Lithuania

Luxembourg
Malta
Netherlands
Poland
Portugal
Romania
Slovakia
Slovenia
Spain
Sweden
United Kingdom

b
Brunei

Cambodia
Indonesia
Laos
Malaysia
Myanmar
Philippines
Singapore

Thailand Trade bloc's share
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Climate change agreement and what is at stake

Key outcomes of the Paris deal, rising temperatures, vulnerability and readiness composite indicator
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Water risks in the world

Overall water risk is a mix of natural availability, quality and management

Waterusage
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A last word on oll

= Qur Brent forecast (average; USD/bbl)
= 2016: USD 46/bbl; 2017: USD 66/bb; 2018: USD 75/bbl
= Change in Saudi Arabia’s stance
= US shale oil supply — fallen but stabilising
= Demand — resilient but sustainability in question
= Spare capacity — low but markets are not concerned
= |nventories — falling but overhang is large

= |nvestments — fallen but effect has a long lag
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Global forecasts: Economic indicators

Only 25% of economies today have growth of > 5%
Growth across 52 global economies

Majors 1.7 1.9 1.4 1.2 1.4

us 2.4 2.4 1.3 1.3 1.5

Euro area 1.0 1.9 1.5 1.2 1.5

Japan 0.0 0.5 0.7 0.6 0.7

UK 3.1 2.2 2.1 1.2 1.0

Canada 2.4 1.2 1.0 1.2 1.5

Australia 2.7 2.4 3.1 3.1 3.2

Asia 6.4 6.0 6.0 6.0 6.1

China 7.3 6.9 6.8 6.7 6.6

India 6.9 7.3 7.6 7.7 7.8

Africa 4.7 3.0 3.0 3.4 4.4

MENA 3.4 3.4 2.3 2.5 3.0

Latam 0.9 -0.7 -1.0 2.0 2.8

World 3.0 2.9 2.5 2.7 3
Standard & Source: Standard Chartered Research 21
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