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3 
Forecast update: Trump pours fuel on the fire 
– Continued strength in leading indicators and the announcement of further fiscal 

expansion in the US have led us to upgrade global growth for 2018 to 3.5%. 
However, stronger growth is likely to fuel higher inflation particularly in the US 
where cyclical pressures have built.  

– The US Federal Reserve is now expected to raise rates four times in 2018 and twice 
in 2019 as they lean against the boost from fiscal policy. The US dollar could firm as 
a result, even as the twin deficits return.  

– Our scenario analysis shows the balance of tail risks to be tilted toward 
stagflationary and reflationary outcomes, both of which contain higher inflation 
compared to the baseline.  

7 
European forecast update: firing on all cylinders 
– The eurozone economy is firing on all cylinders. Domestic demand is the key driver 

of growth, while the recovery in world trade continues to surprise to the upside. In 
updating our forecast, we find ourselves upgrading growth once again, though 
inflation is expected to be a little more subdued due to the strength in the euro. 
Meanwhile, the European Central Bank is preparing the ground for a tightening in 
policy.  

– The UK economy has gone from being one of the strongest economies in the G7 to 
the weakest. Higher inflation continues to squeeze the living standards of 
households, while Brexit uncertainty is weighing on business confidence. The UK 
forecast has been revised up, but only thanks to strong growth in the US and 
eurozone. Inflation has been revised up, along with our interest rate forecast. The 
Bank of England is now expected to hike this year due to concerns over supply 
constraints. 

11 
EM forecast update: A brighter outlook 
– Stronger global growth should propel trade, benefitting emerging markets and so 

prompting us to upgrade most of the BRICs. Inflation pressures remain largely 
under control but will likely necessitate hikes in many cases in 2019. 

16 
Views at a glance 

– A short summary of our main macro views and where we see the risks to the world 
economy. 

Chart: World GDP forecast  

 
Source: Schroders Economics Group. 22 February 2018. Please note the forecast warning at the 
back of the document.
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Forecast update: Trump pours fuel on  
the fire 
“A majority of participants noted that a stronger outlook for economic 
growth raised the likelihood that further gradual policy firming would be 
appropriate” 

Minutes of the Federal Open Markets Committee,  
30–31 January 2018 

We are upgrading our global growth forecasts to 3.5% for 2018 and 3.3% in 2019, 
from 3.3% and 3.0% respectively. The increase reflects the continued buoyancy of 
near term indicators such as the Purchasing Managers surveys, business and 
consumer confidence alongside further fiscal stimulus in the US. Our global activity 
indicator hit its highest level for seven years in January (chart 1). 

Chart 1: Global activity indicator continues to strengthen 

 
Source: Thomson Datastream, Schroders Economics Group. 22 February 2018. 

On the fiscal side, the Bipartisan Budget Act of 2018 boosts discretionary 
government spending in the US by $300bn and provides $90bn in disaster relief. 
The bill will add around 0.25% to US growth in 2018 and 0.5% in 2019 (based on 
estimates from the Oxford Economics model). When combined with an upgrade to 
near term activity this takes our forecast for the US to 3.1% this year and to 2.9% 
next year (previously 2.5% and 2.2%).  

Stronger demand in the US feeds through into stronger trade and better growth 
elsewhere. When combined with the continued buoyancy of near term indicators, 
eurozone growth is upgraded to 2.6% (previously 2.3%) and China to 6.6% 
(previously 6.4%). The emerging markets are forecast at 5.1% and even the UK is 
upgraded to 1.7%. However, we have downgraded Japan to 1.5% from 1.8%, which 
largely reflects the base effect from a disappointing Q4.  

Given the late stage of the cycle, stronger growth is expected to increase 
inflationary pressure. We have revised up our forecast for US inflation to 2.5% this 
year (from 2.1%) and to 2.6% (from 2.4%) in 2019. The increase in US inflation is 
consistent with the recovery in activity over the past year and indicators such as the 
service sector ISM survey (chart 2). 
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Chart 2: Survey points to higher core inflation 

 
Source: Thomson Datastream, Schroders Economics Group. 22 February 2018. 
 

The global inflation forecast is increased to 2.4% from 2.3% this year. However, this 
hides a mixed picture: inflation is revised up in the UK to 2.5% following higher than 
expected outcomes in recent months, whereas the forecast for the eurozone is 
revised down to reflect the stronger euro. Relative to consensus our forecasts are 
for stronger growth and higher inflation at the US and global level. 

Against this backdrop, the Federal Reserve (Fed) is expected to raise rates four 
times this year (previously three hikes) and twice in 2019 to take the policy rate to 
3% (previously 2.5%). We are also factoring in greater policy tightening in the UK 
and the eurozone where we have brought forward rate rises. In Japan, we are also 
incorporating a modification in yield curve control with the Bank of Japan raising the 
target for 10 year government bonds to 10 basis points from zero in the final 
quarter of 2018. 

Although monetary policy tightening is likely to lead to a moderation in US growth 
in 2019, inflation is likely to continue to rise given the lags between activity and 
prices. This is the point at which reflation is expected to turn to stagflation as the 
Fed seeks to bring inflation under control by deliberately slowing growth. The 
market reaction to this is likely to be very different to the recent tightening where 
higher rates were seen as confirmation of stronger activity. 

The return of the twin deficits? 

The other cost of the late cycle fiscal stimulus is likely to be the return of the “twin 
deficits” in the US. The budget deficit, currently approaching 4% of GDP, is expected 
to rise to 5% of GDP next year. Meanwhile, the current account deficit, which is 
running at a more modest 2% GDP, is likely to deteriorate as US demand 
accelerates relative to the rest of the world.  

The last time we saw deficits on this scale was in the Reagan era of the 1980s (see 
chart 3). Perhaps it is no coincidence that this, of course, was another period when 
tax cuts were meant to “pay for themselves” with Republican politicians only too 
happy to accept the promises of the supply side economists. 
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Chart 3: US budget and current account deficits 

 
Source: Thomson Datastream, Schroders Economics Group. 22 February 2018. 

Will Trump try to close the inflation safety valve? 

In many ways a potential increase in the trade deficit should be welcomed as it acts 
as an inflation safety valve by allowing excess demand to spill overseas. Our 
forecasts for inflation and interest rates in the US would be higher without it.  

These spillover effects are important for the rest of the world and currency markets. 
In a recent study1 the IMF found that US fiscal spending has a significant effect on 
real exchange rates and trade balances such that the dollar strengthened and net 
exports deteriorated after a significant fiscal policy announcement. The counterpart 
was an improvement in trade balances in the rest of the world and a depreciation of 
their exchange rates.  

Clearly there is a threat here to risk assets should the dollar return to an 
appreciating tack. The IMF notes that the impact of US fiscal shocks may have 
diminished since the global financial crisis, but as the world economy normalises 
after the crisis we are more likely to return to past relationships. In our forecast we 
assume further dollar weakness this year, but a stronger dollar in 2019 as fiscal 
policy supports US growth and the Fed raises interest rates beyond current market 
expectations. 

There can be little doubt as to how the White House would view a stronger dollar 
and a deterioration in the US trade account. Unlike Ronald Reagan, President 
Trump is no free trader. He came into office promising to rid the US of trade 
deficits, particularly with its largest trading partner China. Consequently, the 
increase in deficit is likely to lead to renewed calls for protectionism to “correct” the 
situation. The danger then is that this closes the safety valve by restricting imports 
and leads to a larger increase in inflation. 

Scenario update 

For this quarter we are only making one change on the scenario side. Following the 
conclusion of the budget process in the US we have broadened the “US fiscal 
reflation” scenario to a “global” scenario. Although there is still some uncertainty 
over the impact of US fiscal policy on activity in terms of the multiplier effect from 
different measures, there is no longer any doubt on the scale of stimulus. Looking 
more broadly though, a number of countries have debated easier fiscal measures 
and this scenario assumes a global expansion of fiscal policy including China, Japan 

                                                                    
1 See Spillovers from US government spending shocks, Popescu & Shibata, IMF October 2017. 
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and Europe. As might be expected, the impact is very similar to the previous US 
based scenario, with a boost to global growth and inflation resulting in a tighter 
monetary policy (chart 4).  

In addition to “global fiscal expansion” we also see reflationary risks to the world 
economy in our “global trade boom” scenario where the pickup in trade volumes 
continues to accelerate, pushing growth and inflation higher. 

Chart 4: Scenario grid: growth and inflation vs. base 

 
Source: Schroders Economics Group. 22 February 2018. Please note the forecast warning at the 
back of the document. 

In terms of downside risks for activity, we continue to include a “secular stagnation” 
scenario, whereby the current cyclical upswing peters out and the world economy 
falls back into a weak deflationary trend. Whilst looking less likely at present, there 
are still significant structural headwinds such as the high level of debt and adverse 
demographics for global growth to contend with.  

More immediately, the world economy could turn in a deflationary direction as a 
result of a sharp tightening in financial conditions. Rising bond yields have been a 
feature of 2018 to date. To a large extent much of the increase reflects the pick-up 
in global activity (chart 5). Our “bond yields surge” scenario, however, sees bond 
yields being driven even higher as a result of an adverse market reaction to the 
unwinding of QE by the Fed and ECB. The latest fiscal expansion will only exacerbate 
the swing in the supply-demand balance in the US as the supply of Treasuries rises. 

Chart 5: Cyclical pressures drive bond yields higher 

 
Source: Thomson Datastream, Schroders Economics Group. 22 February 2018. 
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On the stagflationary side we continue to include our “inflation accelerates” 
scenario, which captures the risk of a more upward sloping Phillips curve such that 
wages rise more rapidly as unemployment declines, thus pushing up prices. 
Although higher wages provide an initial boost to consumer spending, as inflation 
rises central banks are likely to tighten monetary policy more aggressively thus 
creating a period of economic weakness. The result is a spell of stagflation before 
inflation comes under control.  

Staying on the stagflationary side, we have also retained our “protectionism rises” 
scenario, which includes a breakdown of the North American Free Trade Agreement 
(NAFTA) as well as a trade war between China and the US which spreads more 
widely. The increase in tariffs results in weaker activity and higher inflation as trade 
contracts and import prices rise. Finally, we have also retained our “productivity 
revival” scenario which captures a phase of stronger growth with lower inflation as 
output per head rises in the world economy. 

China hard landing risks 

We continue to omit a “China hard landing” scenario. Although debt levels remain 
high and continue to rise in China, the economy benefits from a current account 
surplus and a state controlled banking system with low (but rising) dependence on 
wholesale deposits. These factors mean that Beijing has time to adjust the economy 
to a more sustainable level of debt, rather than facing the rapid adjustment that can 
be forced by a sudden stop of foreign capital and/ or the withdrawal of funding 
from the banking system. 

Crisis is still possible as, for example, the current account surplus could be offset by 
significant outflows of capital as occurred in 2016. In other words, the basic balance 
could turn negative forcing the authorities to tighten monetary policy aggressively 
with adverse consequences for the wider economy. However, the authorities 
appear to have shored up the current account by restricting capital outflows, 
making the immediate risk of a “Minsky” moment considerably less. The recent 
strength of the Chinese yuan (CNY) and recovery in foreign exchange reserves 
supports this view (see chart 6). 

Chart 6. Watch the currency and FX reserves for China hard landing risk 

 
Source: Thomson Datastream, Schroders Economics Group. 22 February 2018. 
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scenarios. Given the high probabilities on reflation and stagflation, the overall 
balance of risks is significantly tilted toward higher inflation. 

Table 1. Balance of probabilities by scenario outcome vs. baseline 

Scenario 
Probability 

February 2018 
% 

Probability 
November 2017 

% 

Change  
(Feb vs. Nov) 

pp 

Stagflationary 13 10 +3 

Deflationary 9 8 +1 

Reflationary 12 11 +1 

Productivity boost 4 3 +1 

Baseline 62 65 -3 

Source: Schroders Economics Group. 21 February 2018. 
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European forecast update: firing on all 
cylinders 
“Some members expressed a preference for dropping the easing bias 
regarding the [QE programme] from the governing council’s communication 
as a tangible reflection of reinforced confidence in a sustained adjustment 
in the path of inflation… however, it was concluded that such an adjustment 
was premature and not yet justified by the stronger confidence.” 

European Central Bank monetary policy meeting minutes, Frankfurt,  
24–25 January 2018. 

Finding new superlatives to describe the eurozone’s economic performance is 
becoming harder. The economy continues to boom as monetary stimulus helps 
domestic demand recover, while the rebound in international trade acts as nitrous 
oxide for an engine already firing on all cylinders. Could the engine overheat? 
Should the European Central Bank (ECB) start to apply the brakes? With inflation still 
low, policy makers are relaxed, but as the minutes from the last ECB meeting 
shows, some members are becoming uncomfortable with the speed of travel. 

Meanwhile, the UK continues to languish behind the eurozone, and indeed the rest 
of the G7. Despite this, the Bank of England (BoE) seems ready to press on with 
interest rate rises, fearing that damage done to the supply potential of the economy 
could lead to an acceleration in domestic inflation in the near future. 

Eurozone growth remains strong 

The preliminary GDP report from Eurostat shows the eurozone grew by 0.6% 
quarter-on-quarter in the fourth quarter of 2017. This is a little slower than the 
upwardly revised-estimate for the third quarter of 0.7%, however, the same upward 
revision happened a quarter ago to the second quarter GDP growth rate, and has 
become somewhat of a trend over the past year. GDP may therefore be revised up 
again in the near future, but even if it is not, and there has been a little slowdown at 
the end of 2017, growth overall remains very strong. In fact, with the economy 
growing by 2.5% for the whole of last year, 2017 was the fastest year for growth in a 
decade.  

Leading the pack was the Netherlands, which saw growth double from 0.4% in the 
third quarter to 0.8% at the end of 2017 (chart 7). Spain and Austria both saw a little 
moderation, as GDP growth slowed from 0.8% to 0.7% for both. Meanwhile, 
Germany enjoyed another strong quarter (0.6%), while France saw a slight 
acceleration to a respectable growth rate of 0.6%.  

A breakdown of the expenditure contributions to GDP is not yet available, but data 
from member states shows a healthy backdrop. In Germany, GDP growth over the 
first half of 2017 came exclusively from domestic demand. In the third quarter, net 
trade was contributing half of growth, but in the latest quarter, domestic demand 
contributed just 0.1 percentage points to overall GDP growth, compared to 0.5 
percentage points from net exports. While exports have accelerated in real terms, 
there has also been a slowdown in real spending and investment, partly caused by 
an acceleration in inflation over the year. 

In France, private and public consumption contributed 0.3 percentage points to 
quarterly GDP growth. Total investment added a further 0.2 percentage points, 
while net trade added 0.6 percentage points. It would have been a very strong 
quarter for France had it not been for inventories that acted as a drag, reducing 
growth to 0.6%. 

Eurozone GDP 
growth continues 
to be very strong  
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Chart 7: Eurozone GDP growth remains strong 

 
Source: Eurostat, ONS, Schroders Economics Group. 22 February 2018. 

The latest set of figures confirms our view that the economic recovery is both 
gathering momentum and broadening out. 18 of the 28 EU member states have 
reported fourth quarter growth, with y/y growth ranging between 1.4% (UK) and 
7.0% (Romania). 

Is there hidden slack in the labour market? 

In last month’s Viewpoint, we highlighted the growing divergence in messages from 
members of the ECB’s governing council. Dovish members were sticking to the 
official line that policy needed to remain loose in order to return inflation back to 
target of close to but below 2%. Hawkish members were arguing that it was time to 
scale back the extraordinary stimulus in place, starting with ending QE, then lifting 
the ECB’s deposit interest rate back above zero. Meanwhile, at least one floating 
voter seemed to be more worried about the rising risk of inflation given the 
backdrop of strong economic growth.  

The latest ECB meeting minutes (of 24–25 January) showed that there was some 
disagreement amongst the committee over the need for ongoing stimulus, and the 
precise wording of forward guidance. The meeting minutes state: 

“The language pertaining to the monetary policy stance could be revisited early this 
year as part of the regular reassessment at the forthcoming monetary policy 
meetings. In this context, some members expressed a preference for dropping the 
easing bias regarding the APP from the Governing Council’s communication as a 
tangible reflection of reinforced confidence in a sustained adjustment of the path of 
inflation. However, it was concluded that such an adjustment was premature and 
not yet justified by the stronger confidence.”  

The key question for the ECB is how much spare capacity is left in the economy, and 
as it reduces further, will inflation rise in a sustainable manner? 

Members of the governing council discussed the evident improvement in the labour 
market. For example, the short-term unemployment rate (defined as those that 
have been unemployed for less than a year) has fallen to levels not seen since 2008 
(chart 8). However, at the same time, the overall unemployment rate still has further 
to fall, meaning that a larger share of those unemployed have slipped into the long-
term (more than a year) and very long-term unemployment rate (more than two 
years). This is perfectly normal in a labour market recovery, but it is worth 
considering the implications for growth. 
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Many studies show that the probability of returning to employment greatly 
diminishes when a person is unemployed for more than a year. Worst still, a person 
is more likely to give up and drop out of the labour force than return to 
employment once the duration of being unemployed exceeds two years. In that 
sense, the high rate of long and very long-term unemployed means a big 
proportion of the slack remaining in the labour market is less likely to be useful 
going forward. Consequently, the ECB may not want to wait for the unemployment 
rate to fall much further before tightening policy. 

Chart 8: Labour market slack is  
falling fast 

Chart 9: Share of part-time and 
temporary workers unlikely to fall 

  
Source: Thomson Datastream, Eurostat, Schroders Economics Group. 22 February 2018. 

Some members voiced concerns that the number of hours worked had not returned 
to levels seen before the financial crisis. However, some members argued that 
structural factors were at play, and so may not mean there is as much spare 
capacity as perceived.  

As more women have entered the labour force over the past two decades, the share 
of employment taken up by part-time and temporary workers has increased. Had 
there been a sharp rise in these workers since the global financial crisis and the 
European sovereign debt crisis, we might conclude that there was an element of 
underemployment, and as demand picks up in the economy, some of those people 
could return to full-time work. However, as chart 9 shows, the share of part-time 
workers (as a % of the active working population) has been flat since 2012. 
Meanwhile, though the share of temporary workers has risen sharply since 2012, 
the current share is still below its pre-crisis peak in 2007. This suggests that the 
recent jobs created using such contracts are unlikely to represent 
underemployment and hidden slack. 

Eurozone forecast update: even further upward revisions 

Turning to the forecast, we find ourselves revising up growth for the eurozone yet 
again. Our forecast for GDP growth has been raised from 2.3% to 2.6% for 2018, 
and from 1.9% to 2.2% for 2019. As chart 10 shows, much of the upgrade is due to 
historic data revisions for the past year. However in addition, we have revised up 
the profile of quarterly growth for 2018 and the first half of 2019 due to two 
reasons. 

First, private business surveys continue to suggest that not only is the eurozone 
economy growing by more than suggested by official data, but also that it is 
accelerating further. This accounts for the upgrade to the start of this year. 
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The second reason is the upgrade to US growth thanks to this year’s fiscal stimulus 
programme of tax cuts and infrastructure spending. Stronger growth in the US 
should mean extra demand for eurozone exports, along with exports to other parts 
of the world that will also benefit from a stronger US economy. This accounts for 
the upgrade to the second half of 2018 and start of 2019. 

It is worth mentioning, that compared to 28 other forecasters included in the 
Consensus Economics survey, our new GDP forecast of 2.6% for 2018 would be joint 
third highest in the latest survey (February 2018). Consensus forecasts range from 
1.9% to 2.9% for 2018, with an average of 2.3%. 

Chart 10: Eurozone GDP forecast Chart 11: Eurozone inflation forecast 

  

Source: Schroders Economics Group. 22 February 2018. Previous forecast from November 2017. 
Please note the forecast warning at the back of the document. 

Inflation for 2018 has been revised down from 1.4% to 1.2%, largely due to the 
larger than expected appreciation in the euro. Chart 11 shows the downward 
revisions to the middle of 2018. However, inflation for 2019 has been revised up 
from 1.4% to 1.5%, with a higher profile to the back of 2019. This is driven by core 
inflation, which is forecast to steadily rise over the forecast horizon as the economy 
runs out of spare capacity. 

As for monetary policy, we continue to expect the ECB to change its forward 
guidance before the summer, and end QE purchases in September. We forecast the 
first 25 basis point rise in the first quarter of 2019, with a second in the third 
quarter, and now an additional rate rise in the fourth quarter, ending 2019 with the 
refinancing rate at 0.75% (0.50% previously). This remains a slow pace of 
normalisation, but is slightly ahead of market expectations. The deposit rate is 
expected to rise from -0.4% to 0.25% by the end of 2019 (previously zero). 

UK forecast update: benefiting from a stronger eurozone economy 

One could describe the UK economy as a reluctant participant in the global 
recovery. While the economy has generally outperformed expectations for growth 
in 2017, it has dramatically underperformed its peers. The UK has gone from being 
one of the best performing economies between 2013–2016 to its current state of 
being the worst performing economy in the G7 (chart 12).  

Uncertainty over Brexit has hit confidence, and the depreciation in the pound since 
2016 has squeezed the disposable income of households in real terms. For example, 
household consumption growth fell from 3.1% in 2016 to just 1.8% in 2018 – falling 
to a six-year low. 
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Chart 12: UK is bottom of the G7 growth rankings 

 
Source: Thomson Datastream, Eurostat, Schroders Economics Group. 26 February 2018. 

Business investment rebounded slightly last year, up from -0.5% in 2016 to 2.2%, 
but this is well short of the post global financial average of 2011–2015 average of 
over 5% annual growth.  

The net trade performance was better in 2017 as the difference between exports 
and imports added 0.3 percentage points to GDP last year, compared to a drag of 
0.8 percentage points in 2016.  

The latest data for the fourth quarter was initially slightly above consensus 
expectations, but it was recently revised down to where our forecast was initially 
(0.4% quarter-on-quarter).  

Looking ahead, thanks to the stronger outlook for its major trading partners, UK 
GDP growth has also been revised up over the forecast horizon (chart 13). Growth in 
2018 is now forecast to be 1.7% (previously 1.6%), and 1.5% in 2019 (previously 
1.4%). Most of the revisions have been applied to the end of 2018 and start of 2019, 
coinciding with the upgrades in the eurozone, prompted by looser fiscal policy in 
the US. The UK should see an improvement in the contribution from net trade, 
though with the implementation of Brexit still expected in 2019, the forecast is 
more uncertain than usual. 

Chart 13: UK GDP forecast Chart 14: UK inflation forecast 

  
Source: Schroders Economics Group. 22 February 2018. Previous forecast from November 2017. 
Please note the forecast warning at the back of the document. 
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The UK inflation forecast has been revised up for most of 2018 from 2.2% to 2.5%, 
and from 2.2% to 2.3% for 2019 (chart 14). This is largely due to more robust core 
inflation, which has been more sticky than expected. Inflation is still forecast to fall 
in coming months, but the rise in oil prices seen at the start of this year will temper 
the downwards trend.  

We continue to forecast a pickup in inflation in the second half of 2019, although as 
we have warned previously, this is highly uncertain as it is driven by our assumption 
on Brexit. We assume that the UK will have a transition deal following Brexit, but 
due to political constraints, the deal will not cover all goods and services in any free 
trade agreement. This means reciprocal tariffs are likely, especially on food and 
agricultural goods, while shortages in a number of areas could also drive up 
inflation. 

BoE is ready to hike more quickly 

Turning to monetary policy, the Bank of England warned in its February Inflation 
Report communications that “…monetary policy would need to be tightened 
somewhat earlier and by a somewhat greater extent over the forecast period…” The 
Bank has downgraded its estimate of potential growth from 1.7% to 1.5%, meaning 
even with its weak forecast for growth of between 1.7–1.8% over the coming years, 
it believes that spare capacity will be used up, and excess demand will appear by 
early 2020. The supply side of the economy has been downgraded in response to 
the fall in net inward migration, partly in reaction to Brexit. Fewer migrants mean 
less growth in the workforce, and therefore output. 

In addition, the MPC stated that it would no longer look to return inflation back to 
its central target of 2% over a three-year time horizon. Instead, it will revert back to 
its pre-global financial crisis horizon of two years.  

The communication from the BoE was clearly more hawkish, and money markets 
quickly brought forward expectations of the next rate rise. A rate rise is now fully 
priced in for August, and about 62% priced in for May. We updated our forecast just 
after the Inflation Report, and we added a 0.25% rate rise for the November MPC 
meeting, in addition to the two hikes we had previously for 2019.  

Why is our forecast later than the market’s? Partly because the BoE’s 
communication was predicated on market rates which at the time showed a rate 
rise in November. We do not feel the MPC had intended to bring forward market 
expectations in the same way as it did in September and October 2017. 
Unfortunately, that is precisely what the MPC has done with its poor 
communication. 

If the BoE does hike in May, then markets will quickly price in a rate rise every six 
months, which is a huge increase from last November, when the Bank said “gradual 
and limited” interest rate rises meant around two hikes over three years.  

In addition, many investors appear to have ignored the ending of the Term Funding 
Scheme in February. The scheme, which provided below market cost liquidity to 
banks in order to encourage additional lending to the public, is estimated by the 
BoE to have been worth about a 0.25% rate cut. The end of the scheme is therefore 
a tightening of monetary policy already.  

Finally, it is worth remembering that the BoE assumes a smooth path to Brexit with 
regards to the impact on firms and households. Given the small majority the 
coalition government has in the House of Commons, and the obvious divergence of 
views with regards to whether the UK should remain in the single market and/or 
customs union, a smooth path to Brexit seems like the least likely outcome. 
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EM forecast update: A brighter outlook 
“It is common to hear people say that the epoch of enormous economic 
progress…is over…It would not be foolish to contemplate the possibility of a 
far greater progress still.” 

John Maynard Keynes, “Economic Possibilities for our Grandchildren”,  
1930 

A largely positive set of revisions to our BRIC forecasts this quarter, with growth in 
emerging markets set to benefit from a stronger global backdrop. Fiscal stimulus in 
the US and robust domestic momentum in the eurozone should create a favourable 
environment for emerging market exporters, though inflation pressures will build 
as a result in 2019. 

Table 2: BRIC forecast summary 

% per annum 
GDP Inflation 

2017F 2018F 2019F 2017F 2018F 2019F 

China 
6.9  6.6   6.5   1.5  2.2  2.3  

(6.8)  (6.4)  (6.3)  (1.7)  (2.3)  (2.2)  

Brazil 
1.0  2.8   2.8   3.4  3.5  4.5  

(0.6)  (2.5)  (2.1)  (3.5)  (4.0)  (4.4)  

India 
6.0   7.4   7.7  3.3  4.7   4.4  

(6.2)  (7.5)  (7.6)  (3.2)  (4.4)  (4.3)  

Russia 
1.6 = 2.7   2.1  3.7 = 3.6  4.5  

(1.6)  (2.3)  (1.9)  (3.7)  (4.4)  (4.8)  

Source: Thomson Datastream, Schroders Economics Group. 20 February 2018. Numbers in 
parentheses refer to previous forecast from November 2017. Please note the forecast warning at 
the back of the document. 

Changes to our interest rate outlook are modest for the most part. Lower than 
expected inflation in Brazil and Russia has boosted the case for easier policy in 
2018. Though we think some hikes will be needed in 2019, the profile now looks less 
aggressive on the back of central bank rhetoric and inflation which only really picks 
up in the second half of the year. 

Table 3: BRIC monetary policy 

% (year end) 2017 2018(F) 2019(F) 

China RRR 17.00  (17.00) 16.50 (16.00) 16.00  (15.00) 

China lending rate 4.35  (4.35) 4.35  (4.35) 4.00  (3.50) 

Brazil  7.00  (7.75) 6.50  (6.75) 7.00  (8.00) 

India 6.00  (6.00) 6.00  (6.00) 7.00  (6.00) 

Russia 7.75  (8.00) 6.75  (7.00) 7.25  (7.75) 

Source: Thomson Datastream, Schroders Economics Group. 20 February 2018. Numbers in 
parentheses refer to previous forecast from November 2017. Please note the forecast warning at 
the back of the document. 
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China: domestic slowdown offset by global strength 

As we enter the Year of the Dog, there is little change to remark upon in the 
domestic China growth story. The themes are the same as in November, with 
tighter monetary and credit policy to weigh on growth, particularly in the property 
sector. The efforts to reduce excess capacity and pollution are also still, ostensibly, 
underway. As we have discussed before, there is always some doubt over how 
much spare capacity is actually being removed – often “factory closures” will refer to 
already mothballed facilities rather than active production being taken offline. 

On pollution, there is some evidence of genuine efforts being made in this area. 
Chart 15 shows the PM 2.5 (a common air pollutant) count for four Chinese cities. 
Beijing, by now infamous for its winter smog, has seen a sharp decline in air 
pollution compared to last year. In Chengdu and Guangzhou, pollution is also down 
on 2017 levels. Interestingly, Shanghai is seeing steady increases in pollution. 
Shanghai is perhaps less of a focus for the policy than Beijing, which sits in a heavily 
industrial area. In all though, it would appear pollution controls have impacted 
pollution and, presumably, activity. 

Chart 15: Some success in reducing air pollution 

 
Source: US Environmental Protection Agency, Bloomberg, Schroders Economics Group. 
20 February 2018. 

Combined with an ongoing deceleration in credit growth, this leads us to expect 
slower domestic activity in the first and second quarters, in line with our previous 
forecast. However, with our US and eurozone forecasts upgraded, the outlook for 
global trade is also rosier. Consequently, we revise Chinese growth higher for 2018 
and 2019. 

While the last couple of inflation prints have been perhaps a little softer than 
expected, prompting a small downward revision, we still expect an acceleration of 
inflation in 2018 on higher food price inflation. Food prices spent most of 2017 in 
deflationary territory in an unusual disconnect from global food prices. This seems 
to have been chiefly driven by a release of supplies from strategic reserves which is 
unlikely to repeat this year. Recoupling to global price fluctuations alone should 
drive headline inflation above 2%, while there is also definite upside risk given base 
effects and the response of farmers to weak prices. 
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Chart 16: Food deflation should end and prices recouple with global moves 

 
Source: Thomson Datastream, Schroders Economics Group. 21 February 2018. 

India: finally bouncing back? 

While we are still waiting for the final quarter’s data, 2017 looks set to have been a 
pretty disappointing year for Indian growth. The demonetisation shock from the 
end of 2016 meant 2017 had a rough start, and the Goods and Services Tax 
generated further growth disruptions in the second and third quarters of the 
calendar year. The hope is that with those negative shocks behind us, India can 
make a swift recovery and return to the higher levels of growth it enjoyed 
previously. 

Certainly the high frequency data is showing some green shoots (charts 17 & 18). 
Industrial production posted its strongest performance of the year in the final two 
months of 2017. Manufacturing PMIs have also picked up, so industry seems to be 
finally getting over its problems. Encouragingly too, credit growth is beginning to 
accelerate, a sign that the non performing loan issue confronting Indian banks may 
be fading as a headwind, even if troubled assets remain elevated. Key to any credit 
turnaround will be the success of the new bankruptcy regime in cleaning up bank 
balance sheets. Progress so far had been encouraging, though it is concerning that 
a number of public sector banks have been caught up in an array of scandals more 
recently. 

Beyond the banks and industry, issues remain. The consumer still looks 
underpowered, with growth in car sales muted. More importantly for long term 
growth, investment remains soft. The number of stalled projects is growing even as 
the number of projects underway flatlines, continuing a three-year trend of 
deceleration. This is linked to the problems at the public sector banks which have 
been a key source of financing for big infrastructure projects. The hope will be that 
with credit growth accelerating after nearly seven years of decline, and banks’ 
balance sheets finally being cleaned up, infrastructure investment can recover too. 
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Charts 17 & 18: Indian activity improving but investment is still a problem 

  

Source: Thomson Datastream, Schroders Economics Group. 21 February 2018. 

Meanwhile, headline inflation has accelerated rather rapidly from the lows touched 
in mid 2017. This is in part thanks to base effects, but there will be pressure too 
from higher oil prices. The immediate outlook is for the base effects to fade away 
and inflation does now again seem to be surprising on the downside. We expect 
inflation to be higher in 2018 than in 2017, but not by enough to prompt a hiking 
cycle from the central bank. Admittedly, the latest minutes from the monetary 
policy committee do suggest some hawkish sentiment, so there is a risk we are 
wrong here. Still, we see inflation remaining within a tolerable range of the inflation 
target and think the central bank will not want to quash the tentative recovery with 
aggressive policy action at this stage. However, in 2019 we think the central bank 
will be more comfortable with the demand backdrop and will target its long run 
target of 4% more aggressively, enacting modest hikes that year. 

Brazil: recovery picks up steam  

As with India, we do not yet have the final quarter figures for Brazil growth, but the 
signs are encouraging. The central bank’s activity index, a good GDP proxy, points 
to growth of over 2% in the final quarter, on an annual basis. Earlier GDP prints 
showed growth driven by a recovering consumer, but while investment remained in 
negative territory in the third quarter in annual terms, the improvement on the 
second quarter was stark. 

Any hope of a sustainable recovery really rests more on investment growth than 
consumption, given high debt levels amongst Brazilian households. Happily, the 
outlook seems positive. Leading indicators for Brazilian investment point to a 
continued recovery (charts 19 & 20). Capacity utilisation is climbing rapidly and 
commodity prices should also provide support. A stronger global trade backdrop 
will also be helpful. Another cause for optimism comes from developments in the 
political race. 
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Charts 19 & 20: Outlook for Brazilian investment is improving 

  
Source: Thomson Datastream, Schroders Economics Group. 21 February 2018. Commodity price 
index used is S&P GSCI Commodity index. 

A key risk to the Brazilian outlook is the election of a market unfriendly politician in 
October’s presidential election. Former president Lula, for example, would likely 
knock business confidence and appetite to invest given his penchant for public 
spending and limited desire to engage in economic reform. With this in mind, the 
upholding of Lula’s conviction for corruption is a positive step. Lula is set to appeal 
the decision to a higher court, but it could see him barred from the presidential 
race. We would not discount him entirely, but the risk is at least reduced; work from 
Eurasia Group, a political consultancy, estimate an 80% likelihood he will be 
disqualified. 

Russia: election impact 

A stronger than expected start to the year, a more dovish central bank, a slightly 
better oil profile and a stronger global backdrop all help to push our growth outlook 
for Russia higher, this year and next.  

In our note last month we discussed the Russian election, due in March. As we said 
at the time, the winner is in little doubt but there is a chance for a policy surprise. 
We see the risk as largely positive, with scope for meaningful reform. This is not in 
our baseline forecast for Russia, and would probably see us revise growth 
expectations higher. There has already been discussion this year of increased 
spending on healthcare, education and infrastructure, though nothing appears to 
have been finalised. 

As mentioned, the central bank has turned dovish recently. Low inflation has 
certainly helped, with CPI inflation falling to 2.2% in January, and producer price 
inflation also weaker than expected, at 5%. Policymakers expect an acceleration in 
the second half, in line with our own forecast, but only to around the target of 4%. 
The central bank said that as a consequence, it may complete the transition from 
tight to neutral policy in 2018. That is, an acceleration of the easing cycle. We see 
rates reaching 6.75% by the end of 2018, when the cycle ends. This compares to our 
previous estimate of a 7% terminal rate, though we had already expected the cycle 
to end in 2018. 
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Schroders Economics Group: Views at a glance 
Macro summary – March 2017 
Key points 

Baseline 

– Global growth is expected to reach 3.5% in 2018 after 3.3% in 2017. The pace of activity moderates to 3.3% 
in 2019. Inflation is forecast to tick up to 2.4% in 2018 and to 2.6% 2018. Core inflation in the US is 
expected to rise back above 2% in 2018 as the goldilocks environment is replaced by a more reflationary 
world economy. 

– US growth is forecast at 3.1% in 2018 and 2.9% next, an upward revision to reflect higher fiscal stimulus. 
The Fed has now started balance sheet reduction (quantitative tightening) and with core inflation rising, 
we expect four more rate hikes in 2018, and two in 2019, ending the forecast at 3%. 

– UK growth to remain broadly unchanged in 2018 with growth of 1.7%.  Inflation is forecast to fall back 
slightly to 2.5%, as sterling depreciation effects are replaced with energy and domestically generated 
inflation. 2019 is very uncertain given Brexit, but we assume a transition period to be agreed with partial 
access to the single market. This means some disruption to trade, and higher inflation due to tariffs being 
introduced. The BoE is expected to hike once in 2018 and two more times in 2019 (to 1.25%). 

– Eurozone growth to pick-up in 2018 to 2.6% following strong surveys and an easing in political risk. 
Growth is likely to remain strong in 2019, with enough spare capacity remaining to keep inflation 
subdued, but rising. The ECB is likely to end QE in September 2018, before raising interest rates three 
times in 2019, with the refinancing rate reaching 0.75%, and the deposit rate reaching 0.25%. 

– Japanese growth forecast at 1.5% in 2018, similar to 2017, and inflation at 1.1%, an increase mainly due to 
a more positive outlook for oil prices.  We expect a change to yield curve control in Q4 this year in the 
form of a 10bps increase in the target yield for 10 year JGBs from zero. 

– Led by an increase in the forecast for China, growth in the emerging economies has been upgraded to 
5.1% for 2018 and to 5% in 2019. 

Risks 

– Risks are closely balanced with fears of “secular stagnation” and “bond yields surge” providing deflationary 
scenarios, while “inflation accelerates” and “rise in global protectionism” would be stagflationary. Reflation 
risks centre on “global fiscal reflation” and a “global trade boom” scenario. Finally, there is a “productivity 
revival” scenario where growth is stronger, but inflation lower than in the baseline. 

Chart: World GDP forecast 

 
Source: Schroders Economics Group, 22 February 2018. Please note the forecast warning at the back of the document. 
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Schroders Forecast Scenarios 

Scenario Summary Macro impact Probability* Growth Inflation
Baseline The recovery in global activity appears  to have found new impetus thanks in part to a revival in global 

trade. We have revised up global growth from 3.3% to 3.5% for this year, after 3.3% in 2017, while 
inflation has been nudged up to 2.4%. On the growth side, the US forecast for 2018 has been revised up 
sharply to 3.1%, as we have increased the size and impact of fiscal stimulus for this year and next. In the 
eurozone, historic upward revisions and strong momentum has led to growth being revised up over the 
forecast horizon. The UK benefits from spill over effects, but Brexit uncertainty is likely to weigh on 
activity. China and the wider emerging markets are also revised up thanks to a brighter outlook for 
trade, but India was revised down mechanically due to a disappointing end to 2017. Japan was also 
downgraded for the same reason as India. On inflation, we make small upward revisions to the global 
aggregate, largely due to stronger growth in regions with little spare capacity remaining. This theme 
continues into 2019.

Strong growth and limited spare capacity means faster rate rises. We now look for the Fed funds rate 
to rise four times in 2018 to 2.50% (2.25% previously), with two more increases in 2019. Elsewhere, 
the ECB should bring QE to an end in September 2018, paving the way for three rate rises in 2019 
(previously two). The BoE has turned hawkish again, and so we have added in a rate rise for 
November 2018, and kept two more for 2019. Meanwhile, the BoJ is expected to raise its yield curve 
control target in Q4, leading to reduced QE purchases in 2019. In EM, China, Brazil and Russia and 
are likely to loosen policy further in 2018, though a turn in inflation in Brazil, Russia and India should 
prompt interest rate rises in 2019. The US dollar is expected to depreciate further over 2018, but then 
appreciating in 2019 as global monetary policy is tightened further.   

62% - -

1. Secular stagnation Weak demand weighs on global growth as households and corporates are reluctant to spend. Animal 
spirits remain subdued and capex and innovation depressed. Households prefer to de-lever rather than 
borrow. Adjustment is slow with over capacity persisting around the world, particularly in China, with 
the result that commodity prices and inflation are also depressed. 

Deflationary: weaker growth and inflation vs. baseline. The world economy experiences a slow grind 
lower in activity.  As the effect from secular stagnation is more of a chronic than acute condition it 
takes policy makers time to identify the trend. However, as economic activity fails to accelerate, more 
stimulus is added. The US reverses its interest rate hikes, while the ECB and BoJ prolong their QE 
programmes. 

2% -1.0% -1.1%

2. Global fiscal 
expansion

Following the populist expansion in fiscal policy in the US, other countries decide to follow its lead either 
due to changes in governments, or in response to populist movements. Germany, France, Italy, UK, 
China, Russia, Brazil, India and Japan all loosen fiscal policy significantly through a combination of tax 
cuts and spending increases in 2019.

Reflationary: Fiscal loosening against a backdrop of above trend growth boosts confidence further, 
along with GDP growth. Some economies with low rates of unemployment see wage pressures rise, 
causing domestically generated inflation, while other with slack remaining, still see higher inflation 
through commodities and higher import prices. Central banks respond by tightening monetary 
policy more quickly, which eventually cools activity. 

6% +1.4% +0.9%

3. Rise in global 
protectionism

NAFTA talks breakdown, and  the US loses patience with Chinese protectionism policy. The US applies 
40% tariffs on all Chinese goods in 2018 Q1. China retaliates, but starts to divert and dump its now 
uncompetitive goods in Europe. By the middle of 2018, Europe applies selective anti-dumping tariffs of 
20%, which China reciprocates.

Stagflationary: it takes time for US and Chinese consumers to substitute away from the traded goods 
facing tariffs. Existing supply chains also take time to break-down, which means both profitability is 
hit, and prices rise at the same time. In Europe, dumping initially causes lower inflation, but the new 
tariffs cause inflation to quickly rise. Monetary policy is tightened faster to halt second round effects, 
causing the USD to rise against most currencies. However, the RMB falls 10%, while JPY also 
appreciates as growth is hit. World trade growth starts to contract and productivity weakens. 

5% -0.7% +1.0%

4. Bond yields surge Bond markets react badly as the Fed starts to reduce its balance sheet with yields rising significantly in 
response to the arrival of a major seller of duration. US 10 year yields spike to 4.5% with a knock-on 
effect to global bond markets.  Yields then settle back to 4%, but have the effect of tightening monetary 
conditions as mortgage rates and the cost of credit increase and equity markets weaken.   

Deflationary: the tightening of monetary conditions results in a sharp slowdown in consumer and 
corporate borrowing. Demand is also hit by an adverse wealth effect as equity markets fall thus 
further slowing consumption. Weaker demand results in lower commodity prices and inflation. 7% -0.7% -0.1%

5. Global trade boom After years where global trade lagged behind global GDP, renewed global confidence and a desire to 
rebuild inventories leads to a global trade boom, which re-enforces momentum in activity. Stronger 
domestic demand in big importing countries like the US drive this scenario, helping to 
disproportionately lift growth in economies running trade surpluses. 

Reflationary: the additional activity due to global trade boosts productivity and income, but with 
spare capacity in short supply, the extra demand generates inflation too. Global growth rises to 3.8% 
and 3.9% in 2018 and 2019, with global inflation rising to 3.1% by 2019. Global monetary policy is 
tightened by more than in the baseline, but not by enough to slow growth.

6% +0.9% +0.8%

6. Productivity 
revival

Facing rising demand but limited spare capacity and a dwindling supply of skilled workers, companies 
begin to increase investment in productivity boosting machinery/technology. This helps reduce unit 
labour costs, boosting profitability. As capital helps fill the gap in the shortage of labour, demand for 
labour is lower in this scenario than the baseline, assuming similar levels of aggregate demand. 
Increased productivity leads to higher output growth, with competition reducing price inflation.

Productivity boost: Higher growth but lower inflation frustrates central banks that have already 
started to tighten policy. As productivity rises, policy makers conclude that output gaps may be 
larger than previously thought, and move to cut interest rates to help stimulate inflation, which 
remains below target for many.

4% +0.6% -0.5%

7. Inflation 
accelerates

After a considerable period where wages have been unresponsive to tightening labour markets, pay 
begins to accelerate in response to skill shortages. Wages accelerate around the world and economists 
revise their estimates of spare capacity considerably lower. Some economies such as Japan welcome the 
move as they seek to raise inflation expectations, others find they are facing stagflation as they 
effectively run out of capacity forcing the central bank to tighten policy. 

Stagflationary: US inflation rises to 3.6% by the end of 2019 on both headline and core measures. The 
Fed responds by tightening more aggressively taking its target rate to 3.75% by end 2019. Interest 
rates also rise more rapidly in the Eurozone and UK whilst Japan returns rates into positive territory. 
Currency changes provide some cushion to the emerging markets which see a modest boost to 
growth alongside higher inflation in this scenario. Overall, global growth is slightly weaker and 
inflation considerably higher.

8% -0.5% +1.5%

8. Other 0% - -
*Scenario probabilities are based on mutually exclusive scenarios. Please note the forecast warning at the back of the document.

Cumulative 2018/19 global vs. baseline
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Schroders Baseline Forecast 

 
 
 

Real GDP
y/y% Wt (%) 2017 2018 Prev. Consensus 2019 Prev. Consensus
World 100 3.3 3.5  (3.3) 3.3 3.3  (3.0) 3.1

Advanced* 62.8 2.2 2.6  (2.3) 2.4 2.3  (2.0) 2.0
US 27.1 2.3 3.1  (2.5) 2.8 2.9  (2.2) 2.4
Eurozone 17.4 2.5 2.6  (2.3) 2.3 2.2  (1.9) 1.9

Germany 5.1 2.5 2.8  (2.6) 2.4 2.4  (2.0) 1.9
UK 3.8 1.7 1.7  (1.6) 1.5 1.5  (1.4) 1.5
Japan 7.2 1.6 1.5  (1.8) 1.4 1.1  (1.3) 1.1

Total Emerging** 37.2 5.0 5.1  (4.9) 5.0 5.0  (4.8) 4.9
BRICs 24.2 5.7 6.0  (5.8) 5.8 5.9  (5.7) 5.7

China 16.4 6.9 6.6  (6.4) 6.5 6.5  (6.3) 6.3

Inflation CPI 
y/y% Wt (%) 2017 2018 Prev. Consensus 2019 Prev. Consensus
World 100 2.3 2.4  (2.3) 2.4 2.6  (2.5) 2.4

Advanced* 62.8 1.7 1.9  (1.7) 1.9 2.1  (1.9) 1.9
US 27.1 2.1 2.5  (2.1) 2.3 2.6  (2.4) 2.2
Eurozone 17.4 1.5 1.2  (1.4) 1.5 1.5  (1.4) 1.5

Germany 5.1 1.7 1.5  (1.7) 1.7 1.8 (1.8) 1.8
UK 3.8 2.7 2.5  (2.2) 2.6 2.3  (2.2) 2.2
Japan 7.2 0.5 1.1  (0.9) 0.9 1.6 (1.6) 1.1

Total Emerging** 37.2 3.2 3.4 (3.4) 3.4 3.5  (3.4) 3.3
BRICs 24.2 2.2 2.8  (3.0) 2.8 3.0  (2.9) 3.0

China 16.4 1.5 2.2  (2.3) 2.3 2.3  (2.2) 2.2

Interest rates 
% (Month of Dec) Current 2017 2018 Prev. Market 2019 Prev. Market

US 1.50 1.50 2.50  (2.25) 2.47 3.00  (2.50) 2.80
UK 0.50 0.50 0.75  (0.50) 1.00 1.25  (1.00) 1.35
Eurozone (Refi) 0.00 0.00 0.00 (0.00) 0.75  (0.50)
Eurozone (Depo) -0.40 -0.40 -0.40 (-0.40) 0.25  (0.00)
Japan -0.10 -0.10 -0.10 (-0.10) 0.09 -0.10 (-0.10) 0.11
China 4.35 4.35 4.35 (4.35) - 4.00  (3.50) -

Other monetary policy
(Over year or by Dec) Current 2017 2018 Prev. Y/Y(%) 2019 Prev. Y/Y(%)

US QE ($Bn) 4449 4449 4029  (4006) -9.4% 3429  (3406) -14.9%
EZ QE (€Bn) 2154 2154 2424  (2453) 12.5% 2424  (2453) 0.0%
UK QE (£Bn) 435 445 445 (445) 0.0% 445 (445) 0.0%
JP QE (¥Tn) 521 521 551  (563) 5.7% 567  (583) 2.9%
China RRR (%) 17.00 17.00 16.00 16.00 - 16.00  15.00 -

Key variables
FX (Month of Dec) Current 2017 2018 Prev. Y/Y(%) 2019 Prev. Y/Y(%)

USD/GBP 1.40 1.30 1.40  (1.28) 7.7 1.36  (1.25) -2.9
USD/EUR 1.24 1.15 1.28  (1.20) 11.3 1.25 (1.25) -2.3
JPY/USD 106.8 115.0 105  (112) -8.7 110 (110) 4.8
GBP/EUR 0.89 0.88 0.91  (0.94) 3.4 0.92  (1.00) 0.5
RMB/USD 6.34 6.60 6.20  (6.50) -6.1 6.37  (6.40) 2.7

Commodities (over year)
Brent Crude 63.2 55.6 64.0  (61.2) 15.2 59.7  (58.7) -6.7

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

Previous forecast refers to November 2017

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

-0.26 0.17

Source: Schroders, Thomson Datastream, Consensus Economics, February 2018

Market data as at 15/02/2018

*  Advanced markets:  Australia, Canada, Denmark, Euro area, Israel, Japan, New Zealand, Singapore, Sweden, Switzerland,
United Kingdom, United States.
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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 

2018   2019 

 

 

 

Chart B: Inflation consensus forecasts 

2018   2019 

 

 

 
Source: Consensus Economics (February 2018), 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, South Africa, Czech Republic, Hungary, Poland, Romania, Russia, Turkey, Ukraine, Bulgaria, Croatia, Estonia, Latvia, 
Lithuania. 
 
 
 
 
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 are those 
of Schroder Investments Management’s Economics team, and may not necessarily represent views expressed or reflected in other Schroders communications, 
strategies or funds. This document does not constitute an offer to sell or any solicitation of any offer to buy securities or any other instrument described in this 
document. The information and opinions contained in this document have been obtained from sources we consider to be reliable. No responsibility can be 
accepted for errors of fact or opinion. This does not exclude or restrict any duty or liability that Schroders has to its customers under the Financial Services and 
Markets Act 2000 (as amended from time to time) or any other regulatory system. Reliance should not be placed on the views and 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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Important information: This document is marketing material. This 
document is intended to be for information purposes only and it is 
not intended as promotional material in any respect. The material is  
not intended as an offer or solicitation for the purchase or sale of any 
financial instrument. The material is not intended to provide, and 
should not be relied on  
for, accounting, legal or tax advice, or investment recommendations. 
Information herein is believed to be reliable but Schroders does not 
warrant its completeness or accuracy. No responsibility can be 
accepted for errors of fact or opinion. Reliance should not be placed 
on the views and information in the document where taking  

 individual investment and/or strategic decisions. Past performance is 
not a reliable indicator of future results, prices of shares and income 
from them may fall as well as rise and investors may not get back the 
amount originally invested. Schroders has expressed its own views in 
this document and these may change. Issued by Schroder Investment 
Management Limited, 31 Gresham Street, London EC2V 7QA, which is 
authorised and regulated by the Financial Conduct Authority. For your 
security, communications may be taped or monitored. EU04102. 

 
 

 


