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Is populism good for markets? (page 2)  
 Populist policies appear to be good for markets which rallied following the Brexit 

vote and rose further on the election of Donald Trump as US president. The 
performance of the US and UK economies has certainly been better than 
expected, but whilst US activity is holding up, UK activity looks set to slow as 
Article 50 is triggered and uncertainty continues to weigh on investment.  

 The US market is trading on a high rating and could be vulnerable to setbacks in 
Congress which challenge the president’s pro-growth agenda, although in our 
view if lawmakers restrict fiscal stimulus this may help by removing the threat of 
inflation and tighter monetary policy. 

 Looking further ahead, populist policies to restrict trade and migration are likely to 
lead to stagflation, an outcome that is not friendly for markets.   

Eurozone: France heads to the polls as the ECB considers policy 
(page 10)  
 Following the election results in the Netherlands, investors are now focused on the 

French presidential election, where opinion polls suggest the odds of a Le Pen 
victory are low and diminishing. The election still poses a risk given Le Pen’s 
policies, but if Macron were to win, investors could flock back to European assets 

 Meanwhile, the European Central Bank’s tone has turned more hawkish following 
the rise in headline inflation above its target. This is expected to be temporary and 
is unlikely to warrant a response from the Bank in the near-term.   

UK: Budget U-turns and the inflation up-turn (page 13)  
 Chancellor Philip Hammond has performed a spectacular U-turn in cancelling the 

national insurance tax increases on the self-employed, but he is hardly the first 
Conservative party Chancellor to do so. Yet, his actions beg the question, of how 
he will he tighten fiscal policy further from here. 

 UK CPI inflation is soaring thanks to energy inflation dynamics, but also the fall in 
sterling. Companies are passing on much of the rising cost of materials on to 
retailers and consumers. Meanwhile, the Bank of England has a hawk in its midst, 
but is unlikely to change its flight plan anytime soon.   

The global upswing and the EM rally (page 17) 
 Trade and EM equities have risen together in 2017, but we do not believe the 

upswing is secular. Instead, it looks like a cyclical bounce which will likely fade as 
we move into the second half of the year. 

Views at a glance (page 21) 
 A short summary of our main macro views and where we see the risks to the 

world economy 
 Chart: Markets responded positively to Brexit and Trump 

 
Source: Thomson Datastream, Schroders Economics Group, Updated 23 March 2017.  
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After an initial sell-off, markets rallied following the Brexit vote and took 
another step higher on the election of Donald Trump as US president. We 
ask if this can continue, where the next surprises are, and, ultimately, if 
populist election victories are good for markets?  

Despite being at war with the media, President Donald Trump remains in favour 
on Wall Street. The US equity market has returned just over 10% since the 
election on 8

th
 November, outperforming the other major equity indices as well as 

cash, bonds and gold. Meanwhile, the UK equity market remains robust despite 
the government’s recent decision to trigger Article 50 and set in motion the exit 
from the European Union (EU). The fall in sterling clearly helped here, although 
more recently the rally has continued even as the pound has stabilised. On the 
face of it, last year’s populist victories have been good for equity markets (chart 
1). 

Chart 1: US and UK equity markets rally on Brexit and Trump victory 

 
Source: Thomson Datastream, Schroders Economics Group, 21 March 2017. 

Rally drivers  

Disentangling the drivers of financial markets is never straightforward. Of late, 
the focus has been on politics, but we would note that the conditions for a rally 
were already falling into place last summer.  

After a torrid start to 2016, markets stabilised after the Federal Reserve (Fed) 
backed away from a more aggressive tightening path (four rate hikes) and China 
clarified its exchange rate policy. The more dovish tone from the Fed was 
particularly important in supporting expectations of continuing liquidity for 
markets. Thereafter, evidence of a recovery in global activity, such as the rise in 
purchasing managers indices (PMI’s) and a run of upside growth surprises, then 
drove equity markets and bond yields higher (chart 2).  

By the end of the summer, a synchronised global recovery was beginning to 
build, helping boost corporate earnings forecasts and cyclical stocks. The 
financial sector also began to perform as the yield curve steepened and investors 
anticipated higher interest rates. 
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1
“Uncertainty about uncertainty”, Kristin Forbes, Bank of England, 23 November 2016. 
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Chart 2: Market led higher by positive growth surprises 

 
Source: Thomson Datastream, Schroders Economics Group, Updated 23 March 2017. 

So, the wider backdrop played a role. Nonetheless, many expected a vote for 
Brexit or Trump’s election to derail the upswing in economies and markets. Both 
the US and UK defied the naysayers, who expected economic weakness in the 
wake of last year’s populist victories. Neither event brought about the recession 
some had feared. Some saw this as a failure by the economics profession and 
Andrew Haldane, chief economist at the Bank of England (BoE), spoke of a 
“crisis” in economic forecasting. 

Part of understanding the market reaction is therefore to understand why economic 
growth has continued and whether we can expect more upside surprises.  

UK consumer resilience  

Clearly, there was a misreading of the public mood in the UK by economic 
forecasters who expected a vote to leave the EU to trigger sharp cutbacks in 
spending. This view missed the fact that in a democratic vote, the majority are 
likely to welcome the outcome rather than to start cutting back on their spending. 
Economists need to be wary during elections of extrapolating their own 
expectations onto the public.  

Nonetheless, high levels of uncertainty are normally a drag on growth, so why 
was it different this time? The BoE’s Kristin Forbes noted two reasons why the 
high level of uncertainty did not hit the economy as badly as expected

1
.  

First, some of the factors driving up uncertainty indices – such as heightened 
media attention and a wider dispersion in GDP growth forecasts – tended to have 
smaller effects on the broader economy than other measures.  

Second, heightened uncertainty usually occurs alongside tighter credit 
conditions. However, UK credit conditions did not tighten sharply in the wake of 
the Brexit vote (an outcome no doubt helped by the BoE’s decision to cut rates in 
August). Forbes notes that, “As a result, one of the standard mechanisms by 
which uncertainty traditionally slows growth may be less important today”.  

The loosening of monetary conditions after the Brexit vote, through the fall in the pound 
and cut in interest rates, helped to support the economy and UK equity market. 

However, whilst this ties-in with the upside surprise in consumer spending and 
overall GDP growth, corporate spending in the UK did fall in the second half of 
last year (chart 3). So it looks like business sector expectations – and activity – 
did respond as many economists predicted.   
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Chart 3: Mixed reaction, UK consumer strengthens as capex weakens 

 
Source: Thomson Datastream, Schroders Economics Group 23 March 2017. 

In terms of the outlook for the UK, this very much depends on the Brexit 
negotiations.  

The pressure on the UK to do a deal is likely to intensify as the government 
seeks to deliver on Brexit before the general election in 2020. There will also be 
frustration at not being able to take advantage of the trade opportunities outside 
the EU; Free Trade agreements (FTA’s) cannot be signed whilst the UK is in the 
EU customs union. Such factors increase the probability of a “hard” Brexit as 
trade deals of this type typically take several years and are unlikely to be 
delivered within the two years allocated. The recent Canada-EU deal took just 
over six years, for example. 

It is this uncertainty over future trade relationships that will have the greater 
impact on the UK as it is likely to further undermine investment spending by the 
corporate sector. While not the hit to the economy that many expected, Brexit is 
still likely to have a corrosive effect on investment and economic performance. 
Alongside reduced migration, this will undermine the supply potential of the UK 
economy, thus damaging the trade-off between growth and inflation.  

Return of “animal spirits” in the US  

The situation in the US is less ambiguous: Donald Trump may not have won the 
popular vote, but business and consumer sentiment has soared since the 
election (chart 4a). The reaction ran counter to expectations before the vote, 
when economists feared that uncertainty over Trump’s policies would result in a 
slowdown in capex similar to that in the UK. Instead, CEO confidence has picked 
up, a leading indicator of stronger capex (chart 4b). It looks as though Trump’s 
victory has brought back animal spirits. 
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Charts 4a & 4b: Confidence soars in the US, capex turning higher 

 
Source: Thomson Datastream, Schroders Economics Group. 23 March 2017 

The rise in equity markets and bond yields reflects expectations of stronger 
growth driven by President Trump’s deregulation agenda and his plans for fiscal 
expansion through tax cuts and infrastructure spending. Consequently, the 
outlook depends on his ability to deliver change and for that change to boost 
activity.  

In terms of delivery, the new president is already learning about the challenges of 
dealing with Congress. The recent healthcare bill was seen as a key test of his 
ability to get legislation through the system, but ultimately failed. As a 
consequence the path for other measures – such as tax cuts – may be more 
difficult.  

The president will still have to reconcile plans to expand fiscal policy with the 
deficit cutting hawks in Congress. The focus has moved away from the Border 
Adjustment Tax, but the plan is still active. Meanwhile, the president has 
proposed an outline budget and it is now over to Congress to develop its own 
budget plan; supposed to be passed by mid-April. This could take months to 
resolve, with clarification on the stance of fiscal policy not clear until much later in 
the summer.  

Late cycle economy poses inflation risk 

So far then, equity markets have been robust under the new US administration. 
Investors have focussed on the potential benefits of deregulation and fiscal 
stimulus. The lack of any follow-through on protectionism will have also come as 
a relief. Deregulation will create opportunities, particularly in banking and the 
energy sector, but we would be concerned that a significant fiscal boost will push 
inflation higher.  

President Trump has promised to create 25 million jobs, but this seems at odds 
with the latest employment report that puts unemployment at 7.5 million or 4.7% 
of the workforce. It is possible that this understates the available labour supply, 
but even if we make adjustments for part-time and discouraged workers, there 
are just under 15 million people looking for work (chart 5). Even this figure is an 
over-estimate of available capacity, as the unemployment rate rarely falls below 
3% and has never fallen to zero in the US. 
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Chart 5: Finding 25 million workers in the US will be difficult 

 
Source: Thomson Datastream, Schroder Economics Group, 27 March 2017. 

In short, the US is late cycle, with the economy close to full employment such 
that supply would struggle to meet the increase in demand triggered by tax cuts 
or an increase in infrastructure spending. The likely outcome would be an 
increase in wages and inflation with little benefit to growth. Investors need to be 
mindful of the prospect for higher inflation and interest rates.  

Our analysis of financial markets and economic cycles finds that such a 
stagflationary mix – when inflation is rising as growth slows – often heralds a 
difficult period for investors. Corporate earnings suffer and central banks seek to 
protect their inflation goals by tightening policy. Bond yields rise and equity 
markets de-rate, inflicting losses on investors.  

There are other supports for markets beyond stimulus spending such as the 
prospect of corporate cash being repatriated from overseas as a result of 
proposed tax changes. However, the broader macro concerns are magnified 
when we consider the rating of the US equity market today.  

Markets are clearly putting a lot of faith in President Trump’s ability to deliver on 
his promises. Although valuation is not a good guide to near term performance, it 
does become a factor on longer time horizons. From our analysis, the US is 
trading well above normalised valuations for Price Earnings (historic, expected 
and cyclically adjusted PE) and on price-to-book. Easy money and low bond 
yields play a significant role in sustaining these valuations, so higher inflation 
which threatens to change Fed policy will be critical to the market outlook.   

Table 1: On valuation metrics, the US looks stretched 

Relative valuation 10yr z-scores 

 
PE CAPE Fwd PE PB Average 

Japan -0.32 -0.11 -0.13 0.37 -0.05 

MSCI EM 0.56 -0.76 1.15 -0.19 0.19 

Italy 1.00 0.45 0.91 0.02 0.59 

Eurostoxx 0.70 n/a 1.52 0.56 0.93 

UK 2.25 0.65 1.07 -0.06 0.98 

France 1.11 1.27 1.27 0.27 0.98 

Germany 0.37 1.32 1.42 1.03 1.04 

US (S&P) 1.96 1.40 2.07 1.86 1.82 

N.b:9yr CAPE for EM, 5yr Fwd PE for Italy. 
Source: Schroders Economics Group, 23 March 2017. PE: price earnings ratio, CAPE: cyclically 
adjusted PE, Fwd PE: price earnings based on 12 month earnings forecast, PB: price to book. 
MSCI EM: emerging markets. 
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2
The politics of rage, Barclays equity-gilt study 2017. 

3
Michael Kazin, author of “The Populist Persuasion”, describes populism as “a language whose speakers conceive of ordinary 

people as a noble assemblage not bounded narrowly by class, view their elite opponents as self-serving and undemocratic, and 
seek to mobilize the former against the latter”. 
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Populism and the markets  

As can be seen from the above, it is not easy to make generalisations about the 
“populist threat”. Circumstances vary, and each country has its own set of checks 
and balances, as Donald Trump is finding. Indeed, in many ways the UK prime 
minister is more powerful than the president of the US; being able to push her 
agenda by having greater sway over Parliament.    

Common themes: the globalisation backlash 

Recent analysis of 22 countries finds several common themes amongst what 
might be called populist parties

2
. These are the demand for the return of 

sovereignty, restrictions on immigration and barriers to trade. Such factors could 
be summed up as being “anti-globalisation” with many of those who support 
populist parties seeing themselves as losers from the rapid increase in free trade 
and labour mobility (immigration) of the past 30 years.  

Certainly that period has coincided with the stagnation of real wages, which 
underpins dissatisfaction with the economic status quo, the search for 
alternatives to the mainstream parties and the collapse of votes for the centre. 
Globalisation has played a part in this, with income gains being skewed toward 
the less developed emerging economies whilst the more advanced economies 
have struggled.  

Of course, the causes of stagnant real income growth are more complex, with 
several factors playing a role. For example, automation has been significant in 
displacing workers. However, in the absence of a second Luddite rebellion the 
focus today is on the ills of trade and immigration. Donald Trump in particular has 
played on this in the US by highlighting the jobs that have been exported. The 
focus on globalisation also provides an opportunity for the populists to 
characterise the losers as ordinary people whilst the winners are portrayed as a 
narrow self-serving elite

3
.   

From an economic perspective the slowdown in real wage growth is reflected in 
the deceleration in productivity growth (see chart 6). The causes of this have 
been a puzzle to economists, but it does suggest that workers displaced from 
high productivity jobs (in industry for example) have not been able to find 
equivalent high productivity-high paying jobs elsewhere. 

Chart 6: The US and UK productivity slowdown 

 
Source: Thomson Reuters Datastream, Schroders Economics Group, Updated 23 March 2017. 
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Indeed, both the US and UK economies have been characterised as good at 
creating jobs, but not good at creating well paid, secure jobs. This helps explain 
why at a time of low unemployment so many are dissatisfied with the economy. 
Those on zero hours contracts in the UK for example. In some respects, the rise 
of populism is a reaction to the low-wage, flexible labour market.   

A populist world economy: fragmented and more inflation prone 

What might we expect from a world economy run by populists? How might 
markets react? One way of looking at this is to think of populism as a reversal of 
globalisation. Envisage a world economy with far more restrictions on trade and 
labour mobility.  

In such a world, we would expect global trade and growth to be weaker as 
barriers cut off opportunities. Rather than reaping the benefits brought by 
specialisation and economies of scale, industries would shrink back to their 
domestic economies. Productivity, which has benefitted from the opening up of 
competition, would slow even further.  

The inflation safety valve 

Another way of seeing how growth would be limited would be to consider the role 
of trade and immigration in acting as a safety valve when economies threaten to 
overheat. The UK, for example, would have seen inflation pick-up significantly 
had it not been for the ability to tap into migrant labour and increase imports 
during periods of booming demand. By effectively expanding the capacity of the 
economy, globalisation has helped economies extend their cycles.  

Consequently, we would see a world of shorter cycles, punctuated by rising 
inflation and a more activist central bank. Interest rates would be more volatile. 
This would make for more volatile financial markets, as investors demand a 
higher risk premium in an environment where there is more uncertainty over 
activity and interest rates.   

The corporate sector would be at the sharp end of this, facing greater challenges 
in sourcing labour and importing inputs. Wage growth is likely to be stronger, 
putting pressure on companies to either accept a squeeze on profit margins, or 
increase productivity. Some see such pressures as a spur to greater productivity 
as firms look to substitute capital for labour, but this must also be seen against 
the downward pressure on productivity from weaker trade and less open 
economies.   

Some opportunities 

In a more fragmented world economy, we may see more fragmented financial 
markets. In some respects, investors would welcome this if it meant reduced 
correlations between markets, creating the opportunity for more diversification of 
portfolios. Different economic cycles would create significant opportunities in 
currency and rates markets.  

Finally, there would be the more specific opportunities created by government 
policies to protect “strategic” industries. Those lucky enough to be deemed such 
could enjoy the fat profits of protected markets. Whilst not good for productivity, 
such companies would represent opportunities for investors seeking returns in a 
more difficult macro environment. Identification of such opportunities though 
would be more about knowing the politics and being on the “inside track” than the 
traditional analyst tools.   

Winners and losers 

Overall though, we would be looking at a more stagflationary environment, where 
bond yields are higher and equity markets trade on lower valuations. Areas 
dependent on international trade such as Asia would be badly affected. This 
would encompass a large swathe of the emerging markets, although those 
economies that produce commodities might be better placed as their exports 
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would remain in demand and may even trade at a premium on fears of quotas 
and loss of access. There could be more opportunities in markets as divergence 
increases, an environment well suited to trading strategies that thrive on volatility.  

Challenges in the US and Europe, Asia to champion globalisation 

Coming back to the immediate situation, we can see some of these trends 
already playing out with the US and UK. President Trump’s policies certainly 
point in the direction of stagflation either through increased trade barriers and 
protectionist measures, or through his desire to apply fiscal expansion to an 
economy that, by most measures, is close to full employment. 

Notwithstanding the current boost to inflation from the fall in sterling, the UK also 
faces the prospect of higher inflation in a couple of years’ time when there is a 
real risk of higher tariffs when the economy leaves the single market and 
customs union, or reverts to WTO status as the economy goes over the “cliff” of 
no deal.  

Such an outlook will pose a challenge to central banks, which may see their 
independence under pressure as they tighten policy to control price rises, 
stymying growth prospects in the process. Such threats to central bank 
independence would unnerve markets. President Trump will need to nominate a 
new chair of the Fed to succeed Janet Yellen in 2018, which will become a key 
focus later this year. However, the choice of chair is less important than 
measures that might alter the Fed’s targets or it’s independence.  

The more optimistic view is one where firms respond to labour shortages by 
innovating and making greater use of technology. Productivity would respond 
and growth could continue for longer without creating inflation. Such a shift would 
also create opportunities in the technology/robotics industries which help to 
deliver such change.   

This gives a flavour of what a more populist world might mean for markets, but 
we still need to ask whether such an outlook is realistic. Does living in Brexit 
Britain mean that we are now extrapolating our own experience to the rest of the 
world? Certainly Donald Trump’s tweets remind us that the US economy has 
already succumbed to populist pressure. However, as we saw in the recent 
Dutch election, populism, although widespread, is not universal. 

Europe: who is a populist? 

The focus now is on Europe, with populist parties running in France, Germany 
and Italy. Opinion polls are no longer trusted after the US presidential election, 
creating greater uncertainty. This is particularly true in France, where the voting 
margins appear similar to the US. We would make the point though that any vote 
to leave the EU in France or Italy has to clear a greater hurdle than in the UK as 
it would mean leaving the euro with all the chaos that such a move would bring. It 
is difficult to see a populist break-up of the Euro as being good for markets, 
unless the threat brings a major change of direction from the EU. 

Meanwhile, mainstream politicians may be learning from the populist playbook. In 
many ways, Macron – the leading contender in the French presidential race – is 
a populist, having set up his own party outside the mainstream. His politics may 
be more centrist, but like other populists, he can present himself as “outside the 
traditional establishment”. There is also the likelihood that the mainstream adopts 
some of the positions of the populists as we have seen in the UK.  

Looking beyond the US and Europe, Asia remains relatively free of populist 
influence. There are moves to revive the Trans Pacific Partnership and Japan 
remains committed to an open economy. China is pushing the regional 
comprehensive economic partnership (RCEP) between 16 nations. Whilst the 
West may become more protectionist, the East, led by communist China, could 
become the champion of free trade.  
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April is set to be a busy month in Europe, with investors focused on the first 
round of the French presidential election, but also the next European Central 
Bank (ECB) Governing Council meeting. We discuss the latest developments on 
both fronts.  

Political risk shifts from the Netherlands to France 

Populism suffered a major setback last month when the far-right Party for 
Freedom (PVV), led by Geert Wilders, was comprehensively defeated in the Dutch 
parliamentary elections on 15 March. Incumbents the People’s Party for Freedom 
and Democracy (VVD) won the most seats with leader Mark Rutte now set to 
become prime minister for a third term. The PVV, which had campaigned on an 
anti-EU, anti-immigrants ticket, had led in opinion polls for the best part of the last 
year and only slipped behind the VVD in the final two weeks. However, the results 
show that while the PVV gained seats, it has significantly underperformed 
expectations, and only barely finished as the second largest party. 

The election results will come as a relief for investors as it is the first notable 
underperformance of a populist party for some time. Given the Dutch constitution 
rules, Wilders probably would not have been able to gather enough support to 
actually hold a binding referendum to leave the EU, but not withstanding this, the 
result is a positive surprise.  

Investors will now turn their attention to the upcoming French presidential 
election, which arguably has a lower probability to disappoint, but could have 
bigger consequences for the EU should Marine Le Pen’s Front National win.  

The latest opinion polls show that Le Pen’s lead over other candidates for the 
election’s first round (23 April) has been shrinking and that she is now less than 
one percentage point ahead of centrist candidate Emmanuel Macron. This is well 
within the margin for error, so investors should start to consider the possibility of 
Macron winning the first round. This would probably spark a rally in not only 
French risk assets, but also European and in the wider peripheral markets. Our 
suspicion is that as with Brexit and the US election, there are a considerable 
number of “shy” voters who will support Le Pen. As a result, we assume that Le 
Pen will win the first round, beating either Macron or François Fillon (the 
Republicans candidate) into second place.  

Chart 7: Opinion polls* show Le Pen leading in the 1st round race 

 
*An average of projections of the popular vote taken from polls published between 16 March and 
23 March. Source: Wikipedia, Schroders Economics Group. 24 March 2017. 
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rise in inflation 

 

 

In the second round (7 May), polling suggests Le Pen will be defeated 
irrespective of whether she faces Macron or Fillon. Le Pen is about 30 points 
behind Macron and 10 points behind Fillon (charts 8 and 9). Momentum is clearly 
in Macron’s favour, who has overtaken Fillon as the likely victor against Le Pen, 
following allegations that Fillon had misappropriated funds. Macron was also 
judged to have come out on top after a competitive TV debate, which largely 
pitched the former economy minister against Le Pen.  

Chart 8: Macron vs. Le Pen                Chart 9: Fillon vs. Le Pen 

 
An average of projections of the popular vote taken from polls looking at head-to-head contests, 
published between 15 March and 21 March. Source: Wikipedia, Schroders Economics Group. 
23 March 2017. 

Our baseline forecast assumes that either Macron or Fillon defeat Le Pen, thus 
avoiding potential market instability. We will decide on the precise implications 
for the French forecast later in the year between Macron and Fillon. 
Parliamentary elections will follow in the summer, and should Macron become 
France’s next president, he and his party will struggle to win many parliamentary 
seats due to being newcomers, which could make it difficult for him to enact 
reforms which the opposition disagree with.  

If, however, Le Pen does manage to defy the odds, then investors are likely to 
take flight. Whether founded or not, concern over France’s euro and EU 
membership will arise, which in itself will lead to questions about the survival of 
those institutions without one of its most important member states.  

ECB hawks are all squawk 

Rumours are circling markets that the ECB is turning hawkish in response to the 
recent rise in inflation. The headline harmonised index of consumer prices 
(HICP) showed that annual inflation rose to 2% in February, which is above the 
ECB’s target of close to but below 2%. ECB policy maker Ewald Nowotny told 
German newspaper Handelsblatt that the central bank’s deposit rate could be 
raised before its asset purchase facility (quantitative easing) is stopped. This 
helped push the euro slightly higher, and follows rumours that the ECB is 
considering dialling back stimulus.  

A rise in the deposit rate, which is currently -0.40%, would benefit many 
European banks. The negative deposit rate means that banks are paying the 
ECB for storing excess reserves over and above the amount required for 
regulatory purposes. A rise in the deposit rate reduces the cost, and if it returns 
to positive territory, then it would restore payments from the ECB back to the 
banks. The other implication of the deposit rate was the impact on quantitative 
easing. The ECB had used the rate as a floor for bond purchases; however, it 
removed that restriction recently, which has allowed money markets and 
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due to temporary 
factors, and is 
likely to return to 
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…which should 
temper the ECB 
response  

 

 

 

 

 

 

government bonds to move well below this limit. For example, the yield to 
maturity on a 2-year German government bond is currently -0.75% (23 March 
2017). With the restriction removed, the Bundesbank can still buy these bonds 
even if they are below the deposit rate. In that sense, a rise in the deposit rate 
would not impact QE. It would really only be seen as a technical adjustment, 
rather than a real rise in effective interest rates.  

As discussed in last month’s forecast update, the recent rise in inflation is largely 
due to the passing of the drag from the fall in global energy prices over 2015 and 
2016. As a result, base effects are causing the year-on-year measure to rise. 
However, our forecast in chart 10 shows that inflation should be close to its 
peak. The energy base effects will start to fade in coming months, which is likely 
to lower headline inflation to a rate close to the core measure (excluding energy, 
food, alcohol and tobacco).  

Chart 10: Eurozone inflation is close to its peak 

 
Source: Schroders Economics Group. 24 March 2017. Please note the forecast warning at the 
back of the document. 

As inflation heads lower, the ECB’s tone should become more balanced, and 
may even return to a more dovish slant. We continue to expect the ECB to 
announced a reduction in its monthly purchases from the start of 2018, with 
purchases expected to be phased out by the end the year. However, it is worth 
noting that should there be an upset with the French election, then we are more 
likely to see the ECB’s support stay in place, or even expanded in order to help 
support sentiment. 
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 UK: Budget U-turns and the inflation up-turn 
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The 2017 Budget was largely as expected: growth upgraded, and little done with 
the extra cash that the chancellor found himself with. Yet the Budget still 
managed to cause a political storm and an eventual embarrassing policy U-turn. 
Meanwhile, UK inflation is soaring – with further rises on the horizon – just as a 
hawk emerges within the Bank of England’s (BoE) policy setters.  

UK Budget: Another classic U-turn 

There seems to be a problem with Conservative party chancellors. They seem to 
suffer from an odd ailment of misjudging the political mood in the run up to 
preparing for big budget statements, often forced to backtrack embarrassingly on 
policy announcements. The previous chancellor, George Osborne, suffered 
acutely from this ailment. The 2012 Budget is still remembered as the 
“omnishambles Budget”, where Osborne was forced to U-turn on the caravan 
tax, the pasty tax and the cap on tax relief on charitable donations.  

In 2015, free from the supposed shackles (and checks) of their coalition 
partners, the Liberal Democrats, Osborne suffered another bout of this ailment. 
He had to U-turn on cuts to tax credits, and the widely trailed introduction of flat-
rate relief on pensions’ contributions was scrapped before it was even 
announced. In 2016, Osborne targeted reforms to a type of disability benefits, 
which were cancelled a week later after the then Work and Pensions Secretary, 
Iain Duncan Smith, resigned in protest.  

Osborne’s downfall was of course Brexit in the end, but the curse seems to have 
been passed on to his successor Philip Hammond. Despite having more room to 
manoeuvre than probably any other chancellor in the past decade, Hammond 
chose to play it safe in his Budget, banking most of the undershoot in borrowing 
compared to the previous forecast. Additional money was announced for social 
care, with other small increases for the National Health Service. However, there 
was an unexpected tax increase on the self-employed. The chancellor argued 
that given the narrower gap in benefits available between employees and the 
self-employed, there was little to justify the lower rates of national insurance that 
the self-employed enjoyed. We are in favour of tax simplification, but are not 
totally convinced that the chancellor’s arguments stacked up.  

In any case, Hammond’s own party was outraged, partly as one could argue that 
the rise in national insurance contributions was a violation of a pre-election 
manifesto promise, but also that he had failed to deliver the traditional “rabbit out 
of the hat” giveaway at the end of his speech. Such a distraction would have 
given his party something to cheer about, but alas “spreadsheet Phil’s” first 
Budget left a bitter taste in the mouth of his colleagues.  

A week later, the chancellor was forced to cancel the proposed tax increase as 
pressure grew in the media and from his own party. Hammond is one of the few 
surviving “remainers” in the cabinet, with stories that hard-core Brexit supporters 
are plotting to oust him and other like-minded ministers.  

From a macro perspective, the U-turn was largely insignificant for the exchequer 
(worth less than 0.1% of GDP), but says much more about the limitations of the 
chancellor in tightening fiscal policy. Analysis from the independent Office for 
Budget Responsibility (OBR) shows that most of the reduction in the structural 
deficit

4
 over the last parliament (2010/11 to 2015/16) was through huge cuts to 

departmental spending (chart 11). There were some savings from welfare and 
other spending commitments, but far less. Tax receipts on the other hand fell, 

                                                 
4
The structural deficit is an estimate of how much the government borrows once cyclical factors are stripped out. Therefore, the 

structural deficit is higher than the actual deficit during good times or a cyclical upswing, but lower during cyclical downswings. 
The only way to cut the structural deficit is through tax increases, spending cuts, or an increase in trend growth. 
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largely as the coalition government at the time moved to reduce the tax burden 
for those with the lowest incomes (raising the personal allowance), but also 
cutting the corporation tax rate.  

Chart 11: How the structural deficit is expected to be reduced 

 
Source: OBR, Schroders Economics Group. 24 March 2017. 

In the current parliament, the OBR assumes more savings will come from 
departmental spending, but crucially that welfare spending and tax receipts will 
make a larger contribution. If Hammond cannot push through a simple tax 
increase on a small number of workers, he will surely struggle to cut the 
structural deficit, especially as he is bound by his predecessor’s election 
manifesto commitment not to raise income tax, value-added tax or national 
insurance during this parliament. Expect more fiscal slippage from this 
chancellor, if he survives.   

Brexit inflation starts to hit 

The UK has seen a significant upturn in inflation. Headline annual inflation based 
on the consumer price index (CPI) rose to 2.3% in February, up from 1.8% in the 
previous month, but more significantly, above the BoE’s central 2% target. In a 
similar fashion to eurozone inflation, energy base effects that were a drag are 
now dropping out of the annual comparison (chart 12).  

Where the UK differs from the eurozone is that the UK’s inflation is likely to keep 
rising for the next few months. It is likely to peak at around 3.5%, before 
returning to a still elevated 2–3% range over the next two years. This is because 
of the depreciation in sterling that began before, but continued after, the UK’s 
referendum result to leave the EU.     
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Chart 12: UK inflation still has further to rise 

 
Source: Thomson Datastream, Schroders Economics Group. 24 March 2017. Please note the 
forecast warning at the back of the document. 

The depreciation in the pound has caused the sterling cost of imports to rise, 
which has increased many input costs for manufacturing companies. Some of 
the costs are being absorbed by firms, but where there is an opportunity, or a 
slim profit margin, companies are passing on most of the costs to households. 
This can be seen through a comparison of the inflation in the producer prices 
index (PPI) and CPI inflation. As chart 13 shows, producers have seen a sharp 
rise in input price inflation – the cost of materials and energy. Not all, but most of 
these materials are imported, and so the depreciation has directly led to higher 
prices. Producers are then passing on the cost increases by raising the prices of 
their final products, which is shown through the rise in PPI output prices. Some 
of the price increases eventually feed through to households, but the amount 
depends on the willingness of retailers to pass on the costs. The final impact on 
households is eventually seen through CPI inflation, some three to six months 
later (goods index).  

Chart 13: Rising producer prices feeding through to the consumer  

 
Source: Thomson Datastream, Schroders Economics Group. 24 March 2017.  
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Bank of England to remain on hold 

With inflation rising above the BoE’s central 2% target, there has been an 
increase in focus on the Monetary Policy Committee’s (MPC) reaction function. 
This is especially true after the last MPC meeting minutes showed that external 
member Kristin Forbes voted to raise the policy interest rate from 0.25% to 0.5%. 
Forbes is the first MPC member to vote for a hike since fellow external member 
Ian McCafferty did so in January 2016. It will be interesting to see whether more 
MPC members join Forbes in calling for a hike, before she departs from the 
committee at the end of June.  

Two members that appear to be some way away from voting for a rate rise are 
Gertjan Vlieghe and Ben Broadbent. Vlieghe recently said in a Times newspaper 
interview that he would need to see strong wage growth before he would 
consider voting for a rate increase. Meanwhile, Broadbent said in a recent 
speech that he sees no material rise in domestically generated inflation.  

The annual growth in average total earnings dipped to 2.4% in the three months 
to January, compared to 3.2% six months earlier. With a lack of significant wage 
growth, and any signs of second round wage-inflation effects, the majority of the 
MPC are likely to remain happy to keep interest rates on hold. After all, with 
rising inflation squeezing households’ real disposable income, we doubt the BoE 
would want to add further pressure by raising interest rates. 
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 The global upswing and the EM rally 
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2017 has started strongly, with growth seemingly healthy and global trade feeling 
the benefits. This has coincided with a revival in equity markets, particularly in 
emerging markets (EM). We have written before about the importance of trade to 
EM, and a reminder of the relationship can be seen in chart 14. With exports a 
large part of the growth model in many EM economies, and certainly a large part 
of the equity indices, a pick up in trade boosts earnings and feeds through to 
overall equity performance. Trade performance is also important because it has 
historically been a way for EM to lever its own growth on the back of activity in 
developed markets, as reflected by our in-house growth trackers. Since the 
crisis, however, EM growth has slumped relative to DM growth, though it is still 
higher in absolute terms. We believe this is a result of the slump in trade visible 
over the same period. 

Chart 14: Exports matter to EM equities and economic growth 

 
Source: Thomson Datastream, Schroders Economics Group. 23 March 2017. 

The turnaround in trade has greatly helped EM equity performance and 
economic activity, and would warrant great optimism if one were able to argue 
that trade could return to its pre-crisis growth rates of around 20%. This would 
imply a return to the ‘good old days’ of higher EM activity and equity returns.  

Can trade momentum persist or even strengthen? 

In assessing whether such a utopia can be attained, the first question we ask is 
why we have seen the recent improvement in trade. Key is whether the gains 
seen are simply a result of higher global growth, or whether there has been a 
structural change, such that for a given level of global activity, trade is higher 
today than in the past. That is, whether the trade multiplier has risen.  

On a related note, it would be helpful to remove the impact of prices. Chart 14, 
above, shows a sharp decline in trade values from 2014 into early 2016, chiefly 
reflecting the impact of collapsing commodity prices which in turn fed through to 
other tradable goods. Today, the base effect of such low prices means that in 
year on year terms, trade values could increase even absent a large increase in 
demand. 

Consequently, when looking at the trade multiplier, we use trade volumes rather 
than values, and examine its relationship with global real GDP. We show this in 
chart 15. The downward trend is immediately apparent, and that it has persisted 
through the upturn in trade values seen in late 2016 is discouraging for anyone 
hoping for a secular improvement in trade. What this implies is that the 
improvement we have seen to date in trade values is entirely a result of higher 
prices and stronger global growth. 
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Chart 15: The trade multiplier is historically weak 

 
Source: Thomson Datastream, Schroders Economics Group. 23 March 2017. 

We have written in the past about the likely outlook for the trade multiplier. In a 
2016 note

5
, we identified some of the major headwinds: in particular the lasting 

impact of the global financial crisis (GFC), and the end of globalisation. We 
concluded that: “it seems unlikely that many of the headwinds identified will fade. 
The impact of the GFC, based on IMF research, is set to linger for several years 
more at least. It is also difficult to see globalisation finding new legs; China is 
transitioning to a consumption led economy and moving up the production value 
chain. We would need a similarly large economy to go through a similar process 
of integration into global supply chains, and the only candidates are India or 
Africa. India is the closer of the two but faces significant challenges and appears 
to lack the desire to become a manufacturing powerhouse. A five to ten year wait 
seems likely, at the very least.” The recent switch to protectionist posturing 
reinforces this conclusion, in our view. 

So if trade will not be revived by the multiplier effect in the immediate future, we 
are left to rely on global growth or inflation to drive the value recovery further. 
This seems an unlikely prospect; while we do forecast a mild acceleration in both 
global growth (from 2.6% in 2016 to 2.9% in 2017, and to 3% in 2018) and 
inflation (to 2.7% this year from 2% last year, though slipping back slightly to 
2.4% in 2018), this is not enough of an increase in either metric to return us to 
pre-crisis levels of trade growth. Growth and inflation before the crisis averaged 
over 3% and the trade multiplier was much higher too. More likely then is that the 
trade recovery hits a ceiling at levels not dissimilar to where we are today. This 
does not preclude further EM performance, but drivers will have to be sought 
elsewhere, perhaps in higher productivity and economic reform.  

Identifying the engine 

If a secular trade recovery is not on the cards, that implies the current 
improvement must only be cyclical. Received wisdom is that the global 
improvement in asset markets is part of a “Trumpflation” trade, and therefore 
driven by the US. However, China has already been engaged in stimulus (it 
helps when there is a streamlined legislative process) so perhaps the credit 
should be more evenly apportioned. 

In chart 16 we look at export growth in the recent November to January period 
for EM as a whole and each region, splitting out export growth by trade partner. 
While the US has been the clear driver for Latin America, China is the dominant 
force in CEEMEA and Asia ex China. Additionally, February trade data shows a 
big pick up in Latin American exports to China, but without data for the matching 

                                                 
5
Global Market Perspective, Q3 2016 http://www.schroders.co.uk/en/uk/tp/economics2/global-market-perspective2/q3-2016/ 
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period in the US and Europe a comparison will have to wait. In any event, China 
has undeniably had a major role to play in the recent pick up in trade. The 
eurozone and especially Japan seem less crucial to the story. 

Chart 16: Who should we thank for recent gains? 

 
Source: Thomson Datastream, Schroders Economics Group. 23 March 2017. *Exports to 
Eurozone from Hungary and Poland based on December data, and some individual country data 
not available for each EM region exporting to Eurozone. 

If this growth and trade story is reliant on US and Chinese demand, rather than a 
secular theme, the next question is how long it is going to last. 

How long can this engine drive trade?  

In our last forecast update
6
 we wrote that the revival in activity in the second half 

of 2016 was “largely driven by a combination of stronger consumer spending and 
an inventory cycle”, particularly in the US. Looking ahead, however, we warned 
that the inventory building cycle could face headwinds after the first quarter of 
this year, with inventories in better balance with output. Although we do see a 
chance of some support for growth in the second quarter, we still expect the 
inventory cycle to fade. On the consumer side we continue to see headwinds, as 
inflation erodes real incomes and weighs on consumer spending. Taken 
together, this suggests that the impetus lent to trade by the US will begin to fade 
in the second half of 2017. 

As to China, we expect the economy as a whole to slow marginally this year, 
with a bigger slowdown pencilled in for 2018. Against such a backdrop it is 
difficult to argue the economy can continue to deliver the current level of support 
for global trade. China’s contribution so far has come on the back of policy 
stimulus, both monetary and fiscal. The impact of monetary policy in particular 
tends to be lagged. 

Chart 17 shows the correlation between lagged monetary conditions in China (the 
MCI) and global commodity prices and trade values. Clearly, China is not the sole 
driver of either variable, but the MCI often demonstrates predictive power in calling 
turning points in advance. Looking ahead, this implies a downturn lies in store 
unless an offset can be delivered elsewhere. At the very least, China can not be 
counted on to provide the tailwind enjoyed over the last 12 months. 

The conclusion then is that with Chinese support already fading and the US 
inventory cycle nearing its end, global trade is likely to rollover, at least in value 
terms, in the second half of 2017. The implication of chart 14 is that this will take 
EM equities with it. 

                                                 
6
Schroders Economic and Strategy Viewpoint, March 2017 http://www.schroders.co.uk/en/uk/tp/economics2/economic-and-

strategy-viewpoint/march-2017/ 
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Chart 17: Monetary conditions in China matter for commodities and trade 

 
Source: Bloomberg, Thomson Datastream, Schroders Economics Group. 24 March 2017. The 
monetary conditions index (MCI) is constructed by Bloomberg and consists of real interest rates, 
total loan growth and the real effective exchange rate.  

One hope, however, lies in signs of improving capital expenditure in Germany 
and Japan. Read optimistically, this might be taken as a sign that those 
economies are picking up the growth baton from the US and China, which could 
allow some further global trade gains. We do have some concerns that capital 
expenditures may only be rising because corporates are misreading the US and 
Chinese inventory cycles as secular changes in demand. Let us take a positive 
view, though, and say that it is a separate story. It seems likely that the EM 
beneficiaries would change. Historically, Eurozone investment has been more 
strongly correlated with exports to the region from EMEA and Asia than with 
exports from Latin America, who have so far benefitted from stronger US and 
Chinese demand. Asia also benefits most from a Japanese revival. So if we do 
see a rotation in growth leadership from the US and China to Germany and 
Japan, relative underperformance of Latin America seems a likely result.  While 
surveys would suggest an increase in US capital expenditures is also imminent, 
we have found less of a relationship between such expenditure and EM exports. 
Instead, it is US consumer spending, particularly on durable goods, that seems 
to support emerging market exporters.   
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Schroder Economics Group: Views at a glance 

Macro summary – April 2017 

Key points 
Baseline 
 Global growth is expected to come in at 2.9% in 2017 (after 2.6% in 2016) led by the advanced economies 

whilst inflation rises to 2.7% (from 2% in 2016) largely due to higher oil prices. This checks activity in 
2017H2, but global growth of 3% is still expected in 2018 boosted by fiscal loosening in the US, and as 
inflation falls back helping to support consumer demand globally.  

 The US Fed is expected to raise rates three times in 2017 taking fed funds to 1.5% by end year. With 
growth strengthening and core inflation rising, tightening is expected to continue in 2018 with three rate 
hikes taking the policy rate to 2.25% by end year. 

 UK to slow in 2017. Inflation is set to rise sharply due to the fall in the pound, which will reduce disposable 
income of households and encourage cuts in spending. Investment is already weak, and has started to 
impact employment. The BoE is expected to remain on hold, constrained by the higher inflation. Growth 
remains below trend in 2018 causing unemployment to rise.  

 Eurozone growth is set to ease in 2017 as a temporary rise in inflation constrains household spending. 
Political uncertainty will also weigh on business investment, though we assume the establishment holds 
on to power. The outlook for 2018 is more promising as inflation falls back, and external performance is 
boosted by better growth elsewhere. The ECB should keep interest rates on hold, but will quicken tapering 
of QE in 2018. 

 Japanese growth forecast at 1.6% in 2017 and inflation at 1.1% supported by looser fiscal policy and a 
weaker yen. No further rate cuts from the BoJ, but more QQE is expected as the central bank targets zero 
yield for the 10 year government bond.  

 Emerging economies benefit from modest advanced economy demand growth and firmer commodity 
prices, but tighter US monetary policy weighs on activity. Concerns over China’s growth to persist, further 
fiscal support and easing from the PBoC is expected. 

Risks 
 Risks skewed towards stagflation on fears of protectionism, deflationary risks stem from political risk in 

Europe and a US recession (via China dumps Treasuries). Reflationary risks stem from more aggressive 
Trump policy on fiscal policy. 

Chart: World GDP forecast  

 
Source: Thomson Datastream, Schroders Economics Group, February 2017 forecast. Please note the forecast warning at the 
back of the document. 

  

5.0

2.7

3.2

3.9

5.0 4.7
5.2 5.3

2.4

-0.7

4.9

3.6

2.7 2.6
3.0 3.0

2.6
2.9 3.0

-3

-2

-1

0

1

2

3

4

5

6

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18

Contributions to World GDP growth (y/y), %

US Europe Japan Rest of advanced

BRICS Rest of emerging World

Forecast



April 2017 For professional investors only 

 

22 

  

Schroders Baseline Forecast

Real GDP

y/y% Wt (%) 2016 2017 Prev. Consensus 2018 Prev. Consensus

World 100 2.6 2.9  (2.8) 2.9 3.0 (3.0) 2.9

Advanced* 62.6 1.6 1.9  (1.7) 1.9 2.0 (2.0) 1.9

US 27.0 1.6 2.3  (1.9) 2.2 2.4  (2.5) 2.4

Eurozone 17.4 1.7 1.5  (1.2) 1.6 1.8 (1.8) 1.5

Germany 5.1 1.8 1.6  (1.4) 1.4 2.0  (1.9) 1.6

UK 4.3 2.0 1.7  (1.4) 1.7 1.7  (1.5) 1.3

Japan 6.2 1.0 1.6  (1.4) 1.2 1.0  (0.9) 1.0

Total Emerging** 37.4 4.2 4.6  (4.7) 4.5 4.6  (4.7) 4.7

BRICs 24.2 5.1 5.6  (5.5) 5.5 5.6  (5.5) 5.5

China 16.4 6.7 6.6  (6.5) 6.5 6.2 (6.2) 6.2

Inflation CPI 

y/y% Wt (%) 2016 2017 Prev. Consensus 2018 Prev. Consensus

World 100 2.0 2.7  (2.4) 2.6 2.4  (2.3) 2.4

Advanced* 62.6 0.7 2.0  (1.7) 2.0 1.5 (1.5) 1.9

US 27.0 1.3 2.6  (2.0) 2.5 2.3 (2.3) 2.3

Eurozone 17.4 0.2 1.6  (1.3) 1.7 0.9 (0.9) 1.4

Germany 5.1 0.4 2.0  (1.3) 1.8 1.3  (0.8) 1.7

UK 4.3 0.7 2.9 (2.9) 2.6 2.2  (1.9) 2.7

Japan 6.2 -0.1 1.1  (0.8) 0.7 1.1  (0.9) 1.0

Total Emerging** 37.4 4.1 3.8  (3.7) 3.6 3.8  (3.6) 3.3

BRICs 24.2 3.6 3.3 (3.3) 2.9 3.3  (3.2) 2.8

China 16.4 2.0 2.5  (2.3) 2.1 2.3  (2.2) 2.0

Interest rates 

% (Month of Dec) Current 2016 2017 Prev. Market 2018 Prev. Market

US 1.00 0.75 1.50  (1.25) 1.55 2.25 (2.25) 2.01

UK 0.25 0.25 0.25 (0.25) 0.50 0.25 (0.25) 0.71

Eurozone (Refi) 0.00 0.00 0.00 (0.00) 0.00 (0.00)

Eurozone (Depo) -0.40 -0.40 -0.40 (-0.50) -0.40  (-0.50)

Japan -0.10 -0.10 -0.10 (-0.10) 0.06 -0.10 (-0.10) 0.08

China 4.35 4.35 4.00  (3.50) - 3.50 (3.50) -

Other monetary policy

(Over year or by Dec) Current 2016 2017 Prev. 2018 Prev.

US QE ($Bn) 4451 4451 4451  (4430) 4354  (4412)

EZ QE (€Bn) 1481 1481 2261  (2416) 2591  (2516)

UK QE (£Bn) 423 423 444 (444) 445 (445)

JP QE (¥Tn) 476 476 556  (547) 676  (667)

China RRR (%) 17.00 17.00 16.50  16.00 16.00 16.00

Key variables

FX (Month of Dec) Current 2016 2017 Prev. Y/Y(%) 2018 Prev. Y/Y(%)

USD/GBP 1.25 1.24 1.22  (1.20) -1.3 1.20  (1.12) -1.6

USD/EUR 1.08 1.05 1.04  (1.00) -1.4 1.01  (0.95) -2.9

JPY/USD 111.1 116.6 114  (112) -2.3 116  (115) 1.8

GBP/EUR 0.87 0.85 0.85  (0.83) -0.1 0.84  (0.85) -1.3

RMB/USD 6.89 6.95 7.10  (7.15) 2.2 7.40  (7.50) 4.2

Commodities (over year)

Brent Crude 50.7 45.9 56.5  (50.1) 23.1 56.2  (53.0) -0.4

Consensus inflation numbers for Emerging Markets is for end of period, and is not directly comparable.

Previous forecast refers to November 2016

** Emerging markets : Argentina, Brazil, Chile, Colombia, Mexico, Peru, China, India, Indonesia, Malaysia, Philippines, South Korea,

Taiw an, Thailand, South Africa, Russia, Czech Rep., Hungary, Poland, Romania, Turkey, Ukraine, Bulgaria, Croatia, Latvia, Lithuania.

-0.22 0.00

Source: Schroders, Thomson Datastream, Consensus Economics, March 2017

Market data as at 24/03/2017

*  Advanced markets:  Australia, Canada, Denmark, Euro area, Israel, Japan, New  Zealand, Singapore, Sw eden, Sw itzerland,

United Kingdom, United States.



April 2017 For professional investors only 

 

23 

Updated forecast charts – Consensus Economics 

For the EM, EM Asia and Pacific ex Japan, growth and inflation forecasts are GDP weighted and 
calculated using Consensus Economics forecasts of individual countries. 

Chart A: GDP consensus forecasts 

2017 2018 

  

2017 2018 

  

The forecasts included should not be relied upon, are not guaranteed and are provided only as at the date of issue. Our forecasts are based on our own 

assumptions which may change. We accept no responsibility for any errors of fact or opinion and assume no obligation to provide you with any changes to 

our assumptions or forecasts. Forecasts and assumptions may be affected by external economic or other factors. The views and opinions contained herein 
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information in the document when taking individual investment and/or strategic decisions. For your security, communications may be taped or monitored. 
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Chart B: Inflation consensus forecasts 

Source: Consensus Economics (March 2017), Schroders. 

Pacific ex. Japan: Australia, Hong Kong, New Zealand, Singapore. 

Emerging Asia: China, India, Indonesia, Malaysia, Philippines, South Korea, Taiwan, Thailand. 

Emerging markets: China, India, Indonesia, Malaysia, Philippines, South Korea, Taiwan, Thailand, Argentina, Brazil, 
Colombia, Chile, Mexico, Peru, Venezuela, South Africa, Czech Republic, Hungary, Poland, Romania, Russia, Turkey, 
Ukraine, Bulgaria, Croatia, Estonia, Latvia, Lithuania. 


