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About Oxford Economics 

■ Oxford Economics is a world leader in global 

forecasting  and quantitative analysis. Our 

worldwide client base comprises over 1,000 

international corporations, financial institutions, 

government organizations and universities. 

■ Founded in 1981 as a joint venture with Oxford 

University, Oxford Economics is now a leading 

independent economic consultancy. 

■ Headquartered in Oxford, with offices around 

the world, we employ 250 people, including 

150 economists, and a network of 500 

contributing researchers.  

■ The rigor of our analysis, caliber of staff and links 

with other leading research groups make us a 

trusted resource for decision makers. 



   

Markets have rebounded…. but stress is palpable 
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Economic news less disappointing  
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Eurozone is fastest growing advanced economy?? 
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Only in Q1s ! 



   

Inflation to rebound but ECB closely monitoring 
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March 2016 

The end of 2015 slowdown is proving to be “sticky” 



   

Usual culprits behind slowdown 
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Culprits: 

Strong US dollar 

Weak global growth 

Depressed oil and gas activity 

+ 

Modest consumer spending 



   

Employment growth is robust 



   

Business investment to remain sluggish in 2016 



   

2% growth miss is likely 



   

Global headwinds are restraining net exports 



   

Leading indicators suggest EM weakness 
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Who are the out/underperformers within EMs? 
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Risks remain skewed to downside… 
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China the biggest concern 
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Real growth slowed more than NBS data show 
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China: Generous monetary and fiscal policy 
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Excess supply in real estate significant… 
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…and excess capacity in industry still on the rise 
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Our modelling expertise sets us apart 

■ Oxford Economics has developed the world’s 

leading globally integrated economic model, 

relied on by over 150 leading organisations 

around the world. 

■ Our model replicates the world economy by 

interlinking 46 countries, 6 regional blocs and 

the Eurozone. It is available with 5, 10 and 25-

year forecasting horizon. 

■ 29 additional country models being added 

from May. 

■ The global economic model feeds into a series of 

industry, sub-regional and city models. So, 

you can quantify the impact of global events on a 

consistent basis down to your industry and local 

markets. 

■ Our team of 150 economists set underlying 

global assumptions and ensure that the data, 

forecasts and formulas in these models are fully 

up-to-date. 



   

Chinese hard landing 
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Chinese hard landing 
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Chinese hard landing 
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Chinese hard landing 
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 The domestic policy response 

■ Chinese authorities embark on a 

range of actions, including faster 

policy rate cuts and currency 

devaluation 

 Global impact and policy actions 

■ The slowdown weighs on world 

trade, commodity prices and other 

asset prices – and global monetary 

policy adjusts accordingly 

■ Global exchange rates adjust 

sharply in line with recent episodes 

of stronger RMB weakening 
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Asia and commodity producers hit hardest 
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US Treasury yields fall below 2% 

 

27 

0

1

2

3

4

5

6

2007 2009 2011 2013 2015 2017 2019

US: 10-year government bond yields
%, EOP 

Source : Oxford Economics/Haver Analytics

Baseline

Forecast

China hard landing

0

1

2

3

4

5

6

2007 2009 2011 2013 2015 2017 2019

US: Federal funds rate
%

Source : Oxford Economics/Haver Analytics

Baseline

Forecast

China hard landing



   

‘Remain’ enjoy a narrow lead in the polls 



   

Option prices imply 15% depreciation post-Brexit 



   

Investor & corporate confidence would be hit 



   

GDP impact: noticeable but not catastrophic 



   

Risks remain skewed to downside… 
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…with significant real economy implications 
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China the biggest concern 

34 



   

Trump: trade protectionism 

 

 

 

 

 

 

 The risk of a global trade war would unfold, which would yield much more negative 

implications than our scenario illustrates.  
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Estimated negative impact from Trumps' proposed trade tariffs

(% change in levels vs our base case of no new tariffs)

Consumer 

Year GDP Employment Spending Inflation *

2020 -1.6 -0.9 -2.2 3.5

Source: Oxford Economics

* Inflation rate under scenario (base case 2.3%)



   

Trump: tax 
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Financial market contagion 
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Financial market contagion 
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Financial market contagion 
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Commodity demand weakness 
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Weak commodity demand causes financial strains 
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Weak commodity demand causes financial strains 
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Weak commodity demand causes financial strains 
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Weak commodity demand causes financial strains 
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Geopolitical tensions 
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Geopolitical tensions scenario 
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Geopolitical tensions scenario 
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Global upturn 
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Global upturn 
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EUROPE: BREXIT economic impacts 



   

Markets reacted badly to the referendum 



   

We would expect gilt yields to move lower 

Would gilt yields 

rise? 

 Modest increase in 

borrowing 

 Ratings agencies 

likely to put UK on 

negative watch 

 Short-term interest 

rates lower 

 Any risk premia 

would soon fade if 

MPC demonstrated 

it was in control 

 UK would remain a 

safe haven 
 



   

Uncertainty could dampen activity in short-term 



   

A weaker £ would drive up inflation 

…but exporters in price-sensitive sectors would benefit  



   

Brexit would pose a dilemma for policymakers 

Monetary policy 

 Inflation moves above target by early-2017 

 But MPC have been happy to look through temporary, 

sterling-generated, overshoots before 

 Recent dovishness suggests rate cut is the most likely 

response given growth concerns 
 

Fiscal policy 

 OBR would judge government in breach of fiscal mandate 

& growth not weak enough to trigger escape clause 

 Chancellor likely to plead extenuating circumstances 



   

…with significant implications for financial markets 
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…and significant implications for commodities 
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…and significant implications for policy 
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…and significant implications for policy 
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…and significant implications for policy 
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…and significant implications for policy 
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…and significant implications for policy 
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…and significant implications for policy 
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Global economy: Feeble, Fickle & Fragmented 
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 World GDP growth for 2016: 2.3% – slowest pace of global growth since 2009. 

Forecast for 2017 cut further to 2.7%. 

 EMs economies expected to remain subpar. 

 Strains in financial markets have abated but conditions still tighter conditions 

than end-2015, and global risks are still skewed to the downside.  

 Slowdown in US is proving to be “sticky”, but fundamentals remain strong.  

 Central banks increased use of unconventional policy tools lends support to 

near-term growth (Japan, EZ), but there are questions about marginal benefits.  

 Key risk: financial market strains: 

 confidence, wealth and credit shock 

 China & EMs 

 Geopolitical? 

 

Ammunition? 



   

Housing recovery remains very gradual… 
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Drivers: 

• Income growth 

• Low interest rates 

• Modest home price inflation 

• Pent-up demand 



   

Labor market supporting domestic demand  
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ISM manufacturing has rebounded  
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The spread has narrowed 

between the manufacturing 

and non-manufacturing sectors 



   

Today’s Global Economic Model 

■ Oxford’s Global Economic Model is the world’s 

leading globally integrated macro model, used by 

over 140 clients around the world, including finance 

ministries, leading banks, and blue-chip companies. 

■ With a 30-year track record, the model provides a 

rigorous and consistent structure for forecasting, 

scenario analysis, stress testing and impact 

analysis. 

■ The model covers 46 countries in detail, plus the 

Eurozone, and provides headline forecasts for 

another 30 countries. Remaining countries are 

covered in trading blocs. 

■ Data and forecasts in the model are updated each 

month. The model is available with 5, 10 and 25-

year forecast horizons.  

■ Oxford Economics provides telephone and e-mail 

support, and runs regular training workshops. 


