
26/09/2018

1

Global Macro Trends: Today & Tomorrow

Institute of Actuaries – 25th September 2018

James Carrick, Global Economist

Chris Jeffery, Asset Allocation Strategist

Intended for professional clients only. Not to be distributed to retail clients.

Legal & General Investment Management

LGIM REF: MA0076

1

$3 trn

$17 trn

UK EU World

$80 trn

GDP (2017)

Source: IMF

Notes from a Small Island



26/09/2018

2

The impact of four waves
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GLOBALISATION TECHNOLOGY DEMOGRAPHICS POPULISM

Global growth… we’ve never had it so good?

3

GLOBALISATION

Source: IMF, Maddisson Project Database, LGIM



26/09/2018

3

Driven by specialisation and trade
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Source: https://ourworldindata.org/wp-content/uploads/2013/05/ourworldindata_world-trade-over-5-centuries.png

GLOBALISATION

Globalisation = urbanisation
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Tokyo 38

Delhi 26

Shanghai 24

São Paulo 21

Mumbai 21

Mexico City 21

Beijing 20

Osaka 20

Cairo 19

New York 19

Dhaka 18

Karachi 17

Buenos Aires 15

Kolkata 15

Istanbul 14

Population (million)

2015
Tokyo 37

Delhi 36

Shanghai 31

Mumbai 28

Beijing 28

Dhaka 27

Karachi 25

Cairo 25

Lagos 24

Mexico City 24

São Paulo 23

Kinshasa 20

Osaka 20

New York 20

Kolkata 19

Guangzhou 18

Population (million)

2030
GLOBALISATION

Source: UN Urbanisation Prospects, 2014
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GLOBALISATION

The cost advantage in emerging markets is hard to ignore

Implied PPP price level 

vs. G7 average (2018)

Source: IMF, LGIM
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Catch-up of emerging markets
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The future’s bright … the future’s emerging

Source: PWC, The World in 2050

GLOBALISATION
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Energy… a scarce resource or a technology?
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Source: Getty images

TECHNOLOGY

Global warming…
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Massive changes needed to limit global temperature rise

Source: https://commons.wikimedia.org/wiki/File:Global_Warming_Predictions.png

TECHNOLOGY
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Energy mix revolution…
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Has been done before…coal, wood, animals

Source: Ayres and Warr (2007)

TECHNOLOGY

Solar and battery prices
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Trend decline in prices due to technological improvement

Source: Bloomberg New Energy Finance

TECHNOLOGY
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Battery technology
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Inverse relationship between density and price

Source: http://batteryuniversity.com/learn/archive/battery_statistics

TECHNOLOGY

Other technology prices falling too
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Collapse in data storage -> big data -> AI-> autonomous driving

Source: https://www.computerworld.com/article/3182207/data-storage/cw50-data-storage-goes-from-1m-to-2-cents-per-gigabyte.html

By Grendelkhan [CC BY-SA 4.0 (https://creativecommons.org/licenses/by-sa/4.0)], from Wikimedia Commons

TECHNOLOGY

https://www.computerworld.com/article/3182207/data-storage/cw50-data-storage-goes-from-1m-to-2-cents-per-gigabyte.html
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Disruption from falling data storage prices
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Will the robots destroy all the jobs?

Nand Flash = SD card, DRAM = computer memory

Source: https://www.computerworld.com/article/3182207/data-storage/cw50-data-storage-goes-from-1m-to-2-cents-per-gigabyte.html
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TECHNOLOGY

Disruption is happening quicker?
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Smartphone 4 years, computer 16 years, phone 43 years

Source: https://ourworldindata.org/technology-adoption

TECHNOLOGY
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“There is a world market for maybe five computers”
Thomas Watson, IBM Chairman, 1943

“There’s no chance that the iPhone is going to get any

significant market share”
Steve Ballmer, Microsoft CEO, 2007

“The telephone has too many shortcomings to be

seriously considered a means of communication”
William Orton, Western Union President, 1876

TECHNOLOGY

Don’t underestimate the potential for 

technological change

Demographics – Population Pyramid Scheme
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Running out of workers!

1980 2015 2050

Source: UN WPP 2015

Western Europe Population Pyramids

DEMOGRAPHICS
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Population Pyramid Scheme  – Rising life expectancy
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• In 1908, life expectancy was 
BELOW pension age 

• In 1940s, the gap was 7 years

• Today, the gap is 17 years
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survived childhood)
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Source: ONS

DEMOGRAPHICS

More retirees than school leavers!
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Net effect = shrinking domestic born workforce
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DEMOGRAPHICS
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UK story the same globally…

20

Global labour force slowing
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21

Source: LGIM, Macrobond, OBR

Tax receipts and public spending by age, £000s
DEMOGRAPHICS
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Public finances under pressure

Lower taxes and higher health/pension costs to boost deficit

Source: OBR, LGIM estimates.

As at 31 August 2007.

Cumulative impact on public finances (% of GDP) from ageing
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DEMOGRAPHICS
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Global inequality has fallen due to rise of China

23
Source: “Global Income Distribution: From the fall of the Berlin Wall to the Great Recession” Lakner and Milanovic, 

World Bank Economic Review, September 2015

The global 

“elite”

EM middle class

DM middle class

But developed market middle class has suffered

POPULISM
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Inflation impact of populist shift 
clearer than growth impact

24

Populism

Protectionism

Weaker trend 
growth

Fiscal 
spending

Stronger short-
term growth

“An ideology that pits a virtuous and homogeneous people against a set of elites and 

dangerous ‘others’ who are together depicted as depriving (or attempting to deprive) the 

sovereign people of their rights, values, prosperity, identity, and voice”

Albertazzi & Duncan (2008), Twenty-First Century Populism

Higher inflation

Source: LGIM

POPULISM

Trade war?

25

US often raised tariffs… but 1930s was first time we saw retaliation

POPULISM
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Imports from Rest of the World

Imports from China
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Goods

 Services

$ 4 trillion

$ 10 trillion

$ 0.5 trillion

$ 2.5 trillion

US consumption US imports 

• 10% tariff on all Chinese imports is still only an average tariff of 1.7%

• CPI impact of tariffs is small but noticeable… Round 1: 25% tariffs on $50bn ≈ 0.1%

Round 2: 10% tariffs on $200bn ≈ 0.1%

Round 3: 10% tariffs on $200bn ≈ 0.1%

Trade war?
Let’s keep it in context

POPULISM

Source: IMF, BEA, LGIM
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Source: United Nations, Department of Economic and Social Affairs, Population Division (2017). World Population Prospects: 

The 2017 Revision, DVD Edition.

Who needs high immigration?

US population outlook EU population outlook

POPULISM
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of Americans described 

immigration as having a 

“very or fairly positive” 

impact on their country

of Europeans* described 

immigration as having a 

“very or fairly positive” 

impact on their country

Source: “Global Views on Immigration and the Refugee Crisis” Ipsos, Sep 2017. European data are an unweighted average of 

Hungary, Italy, Belgium, France, Poland, Germany, Sweden, Spain and the United Kingdom.

Who wants high immigration?

POPULISM
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POPULISM

Source: BBC
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So what?

Source: LGIM
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LGIM Disclaimer and important legal notice
The information contained in this document (the ‘Information’) has been prepared by Legal & General Investment Management Limited, or by Legal and General Assurance (Pensions Management) Limited 
and/or their affiliates (‘Legal & General’, ‘we’ or ‘us’). Such Information is the property and/or confidential information of Legal & General and may not be disclosed by you to any other person without the prior 
written consent of Legal & General. 

No party shall have any right of action against Legal & General in relation to the accuracy or completeness of the Information, or any other written or oral information made available in connection with this 
publication. Any investment advice that we provide to you is based solely on the limited initial information which you have provided to us. No part of this or any other document or presentation provided by us 
shall be deemed to constitute ‘proper advice’ for the purposes of the Pensions Act 1995 (as amended). Any limited initial advice given relating to professional services will be further discussed and negotiated 
in order to agree formal investment guidelines which will form part of written contractual terms between the parties.

Past performance is no guarantee of future results. The value of an investment and any income taken from it is not guaranteed and can go down as well as up, you may not get back the amount you 
originally invested. 

The Information has been produced for use by a professional investor and their advisors only.  It should not be distributed without our permission.
The risks associated with each fund or investment strategy are set out in this publication, the relevant prospectus or investment management agreement (as applicable) and these should be read and 
understood before making any investment decisions. A copy of the relevant documentation can be obtained from your Client Relationship Manager.

Confidentiality and Limitations:
Unless otherwise agreed by Legal & General in writing, the Information in this document (a) is for information purposes only and we are not soliciting any action based on it, and (b) is not a recommendation 
to buy or sell securities or pursue a particular investment strategy; and (c) is not investment, legal, regulatory or tax advice. Any trading or investment decisions taken by you should be based on your own 
analysis and judgment (and/or that of your professional advisors) and not in reliance on us or the Information. To the fullest extent permitted by law, we exclude all representations, warranties, conditions, 
undertakings and all other terms of any kind, implied by statute or common law, with respect to the Information including (without limitation) any representations as to the quality, suitability, accuracy or 
completeness of the Information.

Any projections, estimates or forecasts included in the Information (a) shall not constitute a guarantee of future events, (b) may not consider or reflect all possible future events or conditions relevant to you 
(for example, market disruption events); and (c) may be based on assumptions or simplifications that may not be relevant to you.

The Information is provided ‘as is' and 'as available’. To the fullest extent permitted by law, Legal & General accepts no liability to you or any other recipient of the Information for any loss, damage or cost 
arising from, or in connection with, any use or reliance on the Information. Without limiting the generality of the foregoing, Legal & General does not accept any liability for any indirect, special or 
consequential loss howsoever caused and on any theory or liability, whether in contract or tort (including negligence) or otherwise, even if Legal & General has been advised of the possibility of such loss.

Third Party Data:
Where this document contains third party data ('Third Party Data’), we cannot guarantee the accuracy, completeness or reliability of such Third Party Data and accept no responsibility or liability whatsoever 
in respect of such Third Party Data. 

Publication, Amendments and Updates:
We are under no obligation to update or amend the Information or correct any errors in the Information following the date it was delivered to you.  Legal & General reserves the right to update this document 
and/or the Information at any time and without notice. 

Although the Information contained in this document is believed to be correct as at the time of printing or publication, no assurance can be given to you that this document is complete or accurate in the light 
of information that may become available after its publication.  The Information may not take into account any relevant events, facts or conditions that have occurred after the publication or printing of this 
document.

Telephone Recording
As required under applicable laws Legal & General will record all telephone and electronic communications and conversations with you that result or may result in the undertaking of transactions in financial 
instruments on your behalf.  Such records will be kept for a period of five years (or up to seven years upon request from the Financial Conduct Authority (or such successor from time to time)) and will be 
provided to you upon request.

Legal & General Investment Management Limited.  Registered in England and Wales No. 02091894.  Registered Office: One Coleman Street, London, EC2R 5AA. Authorised and regulated by the Financial 
Conduct Authority, No. 119272.

Legal and General Assurance (Pensions Management) Limited.  Registered in England and Wales No. 01006112.  Registered Office: One Coleman Street, London, EC2R 5AA. Authorised by the Prudential 
Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority, No. 202202.

The LGIM Workplace Savings division on behalf of both Legal and General Assurance Limited.  Registered in England and Wales No. 00166055.  Authorised by the Prudential Regulation Authority and 
regulated by the Financial Conduct Authority and the Prudential Regulation Authority. As well as Legal & General (Portfolio Management Services) Limited.  Registered in England and Wales No. 02457525.  
Authorised and regulated by the Financial Conduct Authority, No. 146786. Registered Offices: One Coleman Street, London, EC2R 5AA.


