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Uncertainty as
the world economy has slowed
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World Gross Domestic Product, current prices
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w Global growth: markets missed upturn in mid-2016 & downturn last year

IMF World GDP Growth (y/y, %)
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[[m] OECD economies: lead indicator slowed

Stable growth momentum in the OECD area
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Hﬂﬂ Since start of the year official forecasts point to low inflation

Consumer price inflation
3 — 1. Advanced Economies

Core consumer price inflation
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6 — 2- Emerging Market and Developing Economies




Hﬂﬂ Trade tensions have hit centre stage

WORLD MERCHANDISE TRADE VOLUME

Last 3 months on preceding 3 months
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Hﬂﬂ And global output has slowed

INDUSTRIAL PRODUCTION VOLUME

Last 3 months on preceding 3 months
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[mﬂ German IFO survey highlights current concerns

Source: Bloomberg




[m:ﬂ And... policy in China (CNY shown here)




Policy and markets



Since 2008 Monetary Policy has been the shock absorber
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w Interest rates

Real Interest Rates for AEs vs. EMIs
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Real interest rates are GDP-weighted for each country group. Based on Rachel and
Smith (2015), with updated data.



w A low natural rate of interest

International synchronicity of r*
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Dﬂﬂ The Fed has used its balance sheet as a major policy tool
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Dﬂﬂ Fed easing.. Mid-cycle or downward trend
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w Markets worried about rising risk of US recession

Probability of US Recession Predicted by Treasury Spread*
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FRED 24/ — Smoothed U.S. Recession Probabilities

Percent

ot all measures point the same way

77 Smoothed U.S. Recession Probabilities

Observation: Units: Frequency:

Jul 2019: 1.54 (+ more) Percent, Monthly
Updated: Sep 3, 2019 Not Seasonally Adjusted
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[m;ﬂ Fall in term premium and inflation expectations drive yields
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[m;ﬂ Debt yielding in negative territory
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[m:ﬂ Search for yield

Leveraged loanmns groww as
ImMvestors search for vield
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w More focus on Fiscal Policy ... but global debt levels high

Global Sector Indebtedness (S tn)

300
250
200 - -
.
2003 Q1 2008 Q1 2013 Q1 2018 Q1
B Household B Non-fin Corporates Government M Financial Corporates

Source: IIF, BIS




[mﬂ Plus specific issues such as Brexit ... political problem

EU Referendum Results 2016

By Votes
17.4m Leave | 16.1m Remain

By Constituency
406 Leave | 242 Remain

Constituency By Party
Lab: 148 Leave | 84 Remain

Con: 247 Leave | 80 Remain

By Region
9 Leave | 3 Remain

By MP
160 Leave | 486 Remain




w Brexit: a political crisis; UK adds 1M jobs since Referendum

- People Men — Women

14 % of all economically active

12

10

Dec-Feb 1977 Dec-Feb 1984 Dec-Feb 1991 Dec-Feb 1998 Dec-Feb 2005 Dec-Feb 2012 Dec-Feb 2019



[m;ﬂ Dollar strength




Conclusions and implications



