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Political risk: on the rise, around the world

Is there a pattern to the latest surge?
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Winners and losers from globalisation

Global growth incidence curve (1988-2008)
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Global growth incidence curve (1988-2008)
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Stagnating incomes
for middle class in
rich countries
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Brexit: profound conseqguences

For the UK, and Europe

« UK recession in 2017 I Left, right, left, right

Votes for totalitarian and
authoritarian populist parties
As % of votes in most recent national elections*

« Contagion: boost for anti-
establishment and anti-EU parties

12
across Europe Right-wing
10
« EU referendums in other 8
countries—Netherlands and 6
France—could trigger euro zone 4
crisis
2
. . N T T T O T T T 0
« Scotland independence, united 1080 85 90 95 2000 05 10 16
Ireland? *33 European countries; post-communist
states included from the year of
Source: Timbro first democratic elections
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Europe: on the brink?

Italy is the next pressure point

I Dimensions of dissatisfaction - e
Share of population who think their country would be Population size large  medium small

better off outside the European Union*, by issue, Sep 2015 =015, @ @ ®
55 % that think: ®

A Cyprus
economics and commerce
would improve
45 Greece both would
. improve
Italy Austria

35 Bulgaria  France
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Fintand Britain . ’
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s . BEI.g1 um . Republic
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Romania
Croatia ' Ireland Setnary @ ctstonia
Spain Hiiga ®
ungary - < [
Malta migration controls
1 FolaK Luxembourg @ Lithuania would improve »
Denmark
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*Average of polling on agricultural, economy, employment, trade,
Sources: Eurobarometer; Eurostat; The Economist industry, inflation and trade, which tend to be correlated
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US election: the unpopularity contest

We forecast Clinton presidency, Democrat Senate majority, Republican House.

Composition of the electorate
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Source: Pew Research Center.
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Hard landing in China is major global risk

We forecast real GDP growth of 6.6% in 2016, slowing to 4.2% in 2020

Real GDP sect . . .
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- China hard landing (defined as 2ppt
s deceleration in real GDP growth)
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» Triggers? Banking crisis, housing
crash or slump in private investment

>
Agriculture  Industry  Construction Wholesale & Transport, Hotels & ff  Financial Real
retai rrade  storage catering services ‘ estate

& post SETVICES
Source: National Bureau of Statistics,

« Housing bubble? Property sales

[ e , value up by 40% in January-Jul over
Property rental and sales indices, Beijing and Shanghai

(December 2005 Befing=1,000) the year-earlier period
== Beijing salesindex === Shanghai sales index
= Beijing rentalindex  — Shanghai rental index
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* Debt now at dizzying levels;
domestic credit growing 3.2 x faster
than nominal GDP
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Sources: SouFun; The Economist Intelligence Unit.
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Where is the growth?

Higher commaodity prices will support Emerging Markets in 2017
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Long term forecast to 2050

The rise of Asia

Regional share of the global economy
Asia-Pacific B Europe
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Source: The Economist Intelligence Unit.
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