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GLOBAL ECONOMIC OUTLOOK IS WORSENING

Year over Year
Diflerence from Apri 2019
Projecions WEO Proj 1
2017 2018 2019 2020 2019 2020
World Qutput 38 36 32 35 -0.1 =04
Advanced Economies 24 22 19 17 01 0.0
United States 22 29 26 19 03 0.0
Euro Area 24 19 13 16 00 0.1
Germany 3/ 22 14 07 17 -01 03
France 23 17 13 14 00 00
aly 137 09 0.1 08 0.0 -01
Spain 30 26 23 19 02 00
Japan 19 08 09 04 -01 -01
United Kingdom 18 14 13 14 0.1 00
Canada 30 19 15 19 00 0.0
Other Advanced Economies 4/ 29 26 21 24 =01 -01
Emerging Market and Developing Economies 48 45 41 47 -03 01
Commonwealth of independent States 22 27 19 24 -03 01
Russia 16 23 12 19 -04 02
Excluding Russia 35 39 35 37 00 00
Emerging and Developing Asia 66 64 62 62 =01 =01
China 68 66 62 6.0 -0.1 01
India 5/ s 68 70 T2 -03 -03
ASEAN-5 6/ 53 52 50 51 =01 -01
Emerging and Developing Europe 6.1 36 10 23 02 -05
Lain America and e Caribbean 12 10 06 23 -08 01
Brazil 14 11 08 24 -13 01
Mexico 21 20 09 19 -07 00
Middle East, Norh Afiica, Afighanistan, and Pakistan 21 16 10 30 -05 02
Saudi Arabia -07 22 19 30 01 08
Sub-Saharan Africa 29 31 34 36 0.1 -0.1
Nigeria 08 19 23 26 02 01 2

Source: IMF; WEO; July 2019 South Afiica 14 08 07 1.1 05 -04




THE ECONOMIC POWER IS SHIFTING

1. Rising Asia - the changing shape of the world economy
Share of global gross domestic product®, at purchasing power parity (%)
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o MIDDLE CLASS FAMILIES IN 2010 AND PREDICTIONS FOR 2030

Sources: OECD, Standard Chartered Research




Change in real income levels glob
between 1988 and 2008

Populations in paor develaping
economies that did not manage
to become integrated in GVCS

Populations in China and other EMs
Wwho expenenced sharp increases in
their real income as inflation moderated.
They became part of GVCs and moved
from rural to urban areas

Middle class in advanced
economies whosa income
stagnated
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PARTICIPATION IN THE GLOBAL VALUE CHAIN

0% ~ Participation in Global Value Chains (GVCs)
80% 4 Foreignvalue added used in country's exports (upstream) plus value added supplied to other

_ countries' exports (downstream), divided by total exports.
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IMPACT OF AN ESCALATION OF TENSIONS

Estimated impact of an escalation in trade tensions - first-year effects

(GDP response, deviation from baseline levels; percentages)
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Consumer price index (Feb 2018 = 100)
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= P all other core goods Tariffs ’
= CP| across nine tariff-impacted categories” implemented
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*Includes laundry equipment and other appliances, furniture, bedding, and floor coverings, auto parts

1 sport vehic les, housekeeping sug plies, and sewing equipment and materials. Weighted by CPI




CHINA’'S SHARE OF GLOBAL CONSUMPTION

70- 1.China"s Share of Global Consumption’ -
(Percent)
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CHINA'S IMPROVEMENT IN LIVING STANDARDS

China's rapid growth translated into rising living standards

30 900

China's per capita
GDP as percent of U.5.

25 :
{in PPP)
20 600
Poverty population (in
15 millions of persons, rhs)
10 China's per capita 300
GDP as percent of
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| Source: CEIC, National Bureau of Statistics of China statistical yearbook.
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ONE BELT ONE ROAD

Whalatmpy
=/

Singapore
China is carrying out or planning

construction projects in more than 60
countries along these routes.
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WHAT ABOUT NORTHERN IRELAND?
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BANK OF ENGLAND SCENARIOS

Modelled scenarios based on different assumptions about Brexit

Level of GDP, indexed to Q2 2016
News in level of GDP: 120

Economic partnership

Relative to May 2016 trend:
<1V ato-33/a%

Close relationship

Less close relationship
Relative to latest forecast:

Slato+134%

Mo deal, no transition 10 z i
Relative to May 2016 trend: NU"‘:.IEM: Disruptive
Phato 101:% Braxt
MNo-deal:
?:S:‘::z:‘;ldte“ forecast: May Disorderly Brexit
2016
trend ¥

Latest forecast
100
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Source: Bank of England; EU withdrawal scenarios; 28 Nov 2018 18
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IMPACTO DEL BREXIT. ESCENARIO: ACUERDO DE LIBRE COMERCIO
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IMPACTO DEL BREXIT. ESCENARIO: REGLAS DE LA OMC
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Source: Bank of Spain: Brexit, balance de situacion y perspectivas; March 2019
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Change in real income levels globally
between 1988 and 2008

Populations in poor developing
economies that did not manage
to become integrated in GVCs

Populations in China and other EMs
who experienced sharp increases in
their real income as inflation moderated.
They became part of GVCs and moved

from rural to urban areas

SE THE ELEPHANT IN THE ROOM

Clobal ‘elites’ operating
GVCs and benefitting
from capital mobility

65%

76%

Middle class in advanced
economies whose income
stagnated
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Factors explaining the decline in manufacturing jobs

ESE
~ DECLINEINMANUFACTURING JOBS

% pts Change in share of total employment, annual average 1990-2008 % pts

1.25 1.25

I Imports of intermediates (trade)
o [ Imports for final consumption {trade) —

L [ Technology and consumer preferences 5

[ other factors
0.75 [ ] Change in commercial services employment share 0.75

A Change in manufacturing employment share
0.50
0.25
0.00
-0.25
-0.50
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21
Source: OECD Economic Outlook database; STAN database; and OECD calculations.
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POPULATION AGEING

LAS PIRAMIDES DE POBLACION EN PAISES DESARROLLADOS REFLEJAN UN ENSANCHAMIENTO EN LAS EDADES
CENTRALES (3)

Ademas, este ensanchamiento es mas abultado en Espafia que en otros paises avanzados, lo que anticipa que el progresivo aumen
de la poblacion de edad mas avanzada a lo largo de los proximos anos sera mas intenso en el caso espanol.
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IMPACT ON PENSIONS AND HEALTH
Figure 3. Global Population: Age Structure (Female & Male) in 2015 Figure 4. Global Population: Age Structure (Female & Male) in 2050
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WHAT IT MEANS FOR PENSION SUSTAINABILITY

Pension Spending # Pensions Population Avg Pension Labor Income
—
GDP p— population % # emploved Avag wage GDP
! J J ]
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Dependency ratio Employment Rate  Substitution rate

25

112}
“"lES EDUCATION-WORK-RETIREMENT PARADIGM WILL
CHANGE FROM....
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Source: Demography is DeStiny,
The Concours Group and Age Wave, 2003

13



0 10 20 30 40 50 60 70 80
Age

| Education Work Leisure

Source: Demography is De$tiny,
The Concours Group and Age Wave, 2003

3 MAIN TRENDS
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TALENT IS KEY

Productivity gap between average performers and high performers, by job complexity, %

Low complexity . 50
Medium complexity - 85
High complexity - 125

McKinsey&Company | Source: “McKinsey Global Survey: War for talent 2000,” refreshed in 2012

3 MAIN TRENDS
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