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McKinsey Global Survey results

Executives report the least-positive views on economic conditions—at home and in the world
economy—that they have all year.
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Exhibit 1

Asexecutives reflect on 2018, their views on current economic conditions are more downbeat than they have
been all year, both domestically and globally. And while pockets of optimism for the economy’s prospects

are evidentin certain geographies, such as India and Latin America, respondents to McKinsey’s latest survey
on executive sentiment express overall cautious expectations for the future.! The shares predicting
conditions will decline in their home economies and the world economy are the highest they have been in
years, and respondents in developed Asiareport an especially wary outlook on their home countries

and their own companies. As they have throughout 2018, executives across the world continue to cite policy-
and politics-related issues as top threats to economic growth.

Unfavorable views of current conditions

Respondents’ assessments of conditions in their home economies have become gloomier throughout 2018,
and respondents are now more likely to say conditions in their countries have declined than to say they
have improved (Exhibit 1). Across regions, respondents in developed Asia? and North Americareport the

Respondents’ sentiments about conditions in their home economies
have declined all year long.

Current economic conditions in respondents’ countries,
compared with 6 months ago, % of respondents’

Mar 2018 June 2018 Sept 2018 Dec 2018

Substantially better n

Moderately better

Moderately worse 14

Substantially worse =——————1 29
37

LRespondents who answered “the same” are not shown. In Mar 2018, n = 1,230; in June 2018, n = 1,648; in Sept 2018, n = 1,158; and
in Dec 2018, n =1,037.
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largest shifts toward negative country-level sentiment since September. More than one-third of those in
North America say their countries’ economies are worse than six months ago, up from 14 percent who
said soin the previous survey? And in developed Asia, nearly half of respondents say economic conditions
have worsened, compared with 27 percent in September.

Still, emerging-economy respondents are on average more likely than those in developed economies to

say conditions at home have worsened in recent months (48 percent versus 40 percent). This was also the case
three and six months ago, but the gap between the two groups has shrunk. In September, the share of
emerging-economy respondents reporting negative views was nearly double the share of their developed-
economy peers.

One glimmer of optimism comes from Latin America, where six months ago, respondents’ expectations were
the least positive from any region. In the latest survey, nearly half say their economies are better now than
they were six months ago, up from 17 percent in September. Among respondents in all other regions, just one-
quarter share thatview in this month’s survey.

Across regions, respondents in developed
Asia and North America report the largest
shifts toward negative country-level sentiment
since September.
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Exhibit2 Respondents’ assessments of the global economy have become
increasingly downbeat throughout 2018.

Current global economic conditions,
compared with 6 months ago, % of respondents’

Mar 2018 June 2018 Sept 2018 Dec 2018

Substantially better

Moderately better

Moderately worse 18

Substantially worse — =——— 1 35

51
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1 Respondents who answered “the same” are not shown. In Mar 2018, n =1,230; in June 2018, n = 1,648; in Sept 2018, n = 1,158; and
in Dec 2018, n = 1,037.

Respondents’ views of the current global economy continue to darken as well, as increasing shares of
respondents have reported worsening conditions throughout 2018 (Exhibit 2). Over half of respondents say
global economic conditions are worse now than they were six months ago, nearly three times the share
saying conditions have improved. Also, unlike in September, developed-economy respondents are now just
as glum as their peersin emerging economies.

Economic Conditions Snapshot, December 2018



Growing concern for the months ahead

Looking ahead, a growing share of respondents expect conditions in their home countries to decline in

the next six months: 42 percent now say so, which is the highest share since April 2009.* However, the outlook
varies by region (Exhibit 3). Those in developed economies are especially cautious: 47 percent expect
conditions to worsen, compared with 31 percent in emerging economies—and a change from September, when
the expectations from developed and emerging economies were largely aligned.

Exhibit 3 In several regions, expectations for respondents’ home economies
are significantly different from three months ago.

Expected economic conditions in respondents’ countries,
next 6 months, % of respondents,’ by office location

[ Worse [ Same M Better

Sept 2018 Dec 2018
Asia-Pacific? 28 28 45 55 32 12
Europe 40 35 25 46 37 17
North America 32 40 28 46 31 23
Developing markets® 85 30 85 34 32 34
Latin America 30 38 31 30 1 59
India 17 30 54 il 30 59

1Figures may not sum to 100%, because of rounding. In Sept 2018: Asia-Pacific, n = 130; Europe, n = 431; North America, n = 284;
developing markets, n = 150; Latin America, n = 79; and India, n = 84. In Dec 2018: Asia—Pacific, n = 99; Europe, n = 381; North
America, n = 230; developing markets, n = 161; Latin America, n = 78; and India, n = 88.

2Includes respondents in Australia, Hong Kong, Japan, New Zealand, Philippines, Singapore, South Korea, and Taiwan.

3 Includes respondents in China, Middle East, and North Africa.
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Exhibit 4

Concerns for the future are particularly acute in developed Asia. Respondents in the region are 4.6 times
likelier to expect their home economies to worsen over the next six months than to expect improvements.
Even when considering their companies’ prospects, respondents in developed Asia are the only ones
acrossregions who are as likely to predict adecline as an increase in demand for their products or services.
Executives in the region are now much less likely to expect higher demand than they were in the previous
survey (37 percent, compared with 67 percent in September). Likewise, just over half of respondents in the
region expect an increase in profits, compared with roughly three-quarters in the previous survey. And
what’s more, a smaller share of respondents than in September expect their workforces to grow in the next
six months.

By contrast, Indiaand Latin America are the only geographies where a majority of respondents expect
domestic conditions to improve. Likewise, respondents in India and Latin America are the most likely across
regions to expect their countries’ growth rates to increase, rather than contract, in the first half of 2019.

The overall shift toward pessimism is true at the global level as well. With each quarterly survey during 2018,
larger shares of respondents have predicted that the global economy will worsen and its growth rate will
decline (Exhibit 4). The share now saying conditions will be worse six months from now—46 percent—is the

With each survey during 2018, larger shares of respondents have said
they expect the global economy, and its rate of growth, to decline.

Expected changes in global economy,
next 6 months, % of respondents’

Overall economic conditions? Economy’s growth rate®
[ Worse [ Same M Better [ Contract [ Nochange M Increase
Mar 2018 25 14
June 2018 35
Sept 2018 4
Dec 2018 46

1In Mar 2018,n =1,230; in June 2018, n =1,648; in Sept 2018, n = 1,158; and in Dec 2018, n =1,037.
2 Figures may not sum to 100%, because of rounding.
3 Respondents who answered “don’t know” are not shown, so figures may not sum to 100%.
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Exhibit 5

biggest since our June 2012 survey.” And similar to the views on country-level prospects, developed-economy
respondents are likelier than their emerging-economy peers to report a pessimistic outlook for the global
economy and its growth rate over the next six months.

Policy- and politics-related risks remain top threats

Ashasbeen the case all year, respondents tend to see risks related to policy and politics as the most pressing
threats to economic growth, both globally and domestically. For the fourth survey in arow, changesin
trade policy are the most commonly cited risk to global economic growth (Exhibit 5). But concerns about
trade policy have tempered: respondents are less likely to identify it now than earlier in the year. While
geopolitical instability has been cited second most often throughout 2018 as arisk to global growth, the
United Kingdom’s exit from the European Union is now the third most commonly cited risk.

With respect to country-level risks, domestic political conflicts have overtaken changesin trade policy as the
most commonly cited threat to growth, though each of those is cited by more than one-third of respondents.
Transitions of political leadership remain the third most common risk for the third surveyin arow, identified
by about one-fifth of respondents. Other risks are of particular concern in specific regions. For example,
geopolitical instability is an outsize concern in Europe, where the share of respondents citing it is more than
double the share of respondents elsewhere. Meanwhile, a slowdown in China’s economic activity continues
tobe atoprisk mentioned by respondents in developed Asia—as it was in September—and leadership transitions
are more commonly identified by respondents in India than by respondents elsewhere.

The most-cited threats to economic growth continue to be policy-
and politics-related risks.

Potential risks to global economic growth,’ Mar 2018 June 2018 W Sept 2018 M Dec 2018
next 12 months, % of respondents?

64 [
56 o 56
50
4r\ 46
& o7 28
22 21 28 21 21
18
15
12

Changes in Geopolitical United Kingdom'’s exit Changing level of Rising interest rates
trade policy instability from European Union global trade

LOut 0f13 risks that were presented as answer choices.
2Tn Mar 2018, n = 1,230; in June 2018, n = 1,648; in Sept 2018, n = 1,158; and in Dec 2018, n = 1,037.
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Considering risks to growth at the company level, respondents place changes in the trade environment as

one of the top two threats to growth over the next year. As in September, respondents in emerging economies
are more likely to cite trade changes as a top risk to their businesses than those in developed economies are.
And those in developed economies continue to be more likely than their peers to cite concerns about business-
model disruptions in their industries. l

" The online survey was in the field from December 3 to December 7, 2018, and garnered responses from 1,037 participants
representing the full range of regions, industries, company sizes, functional specialties, and tenures. To adjust for differences in
response rates, the data are weighted by the contribution of each respondent’s nation to global GDP.

2 Includes respondents in Australia, Hong Kong, Japan, New Zealand, the Philippines, Singapore, South Korea, and Taiwan.
3 “Economic Conditions Snapshot, September 2018: McKinsey Global Survey results,” September 2018, McKinsey.com.
4 “Economic Conditions Snapshot, April 2009: McKinsey Global Survey results,” April 2009, McKinsey.com.

5

5 “Economic Conditions Snapshot, June 2012: McKinsey Global Survey results,” June 2012, McKinsey.com.
The contributors to the development and analysis of this survey include Alan FitzGerald, a senior expert in McKinsey’s
New York office; Vivien Singer, a specialist in the North America Knowledge Center; and Sven Smit, a senior partner

in the Amsterdam office.
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