
In the global economy and at home, executives identify geopolitical issues as the greatest risk to growth. 
The concern is especially acute in Europe and North America, according to McKinsey’s latest survey  
on economic conditions,1 where respondents see geopolitical instability as both a short-term threat and a 
long-term problem. Even so, their overall economic outlook has brightened in the three months since  
our last survey.2 Developed-market executives are more upbeat about the state of the economy than their 
emerging-market peers, yet more conservative in their expectations for China’s growth prospects—about 
which executives in China are the most bullish.

The return of geopolitical risks
Concerns over volatility arose in our previous survey on economic conditions, as a potential risk to global 
economic growth. Now, however, executives’ worries over geopolitical instability have risen (Exhibit 1).  
The concern is greatest among respondents in Europe, 87 percent of whom—up from 68 percent three months 
ago—cite geopolitical instability as a risk. Meanwhile, in China, economic volatility remains an outsize 
risk: 41 percent of executives there cite it, compared with 27 percent of all other respondents.

Growing shares of executives say geopolitical instability is a risk to both global and domestic growth. At the same 
time, their views on overall conditions have improved notably—but remain tempered on China’s prospects.
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Executives’ concerns over geopolitical instability, as a risk to global growth, 
have risen since September.
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Dec 2015, n = 2,013
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Mar 2015, n = 2,283

 1 Out of 12 risks that were presented as answer choices.
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With respect to domestic growth, geopolitical instability is identified more often as a risk—along with 
political issues—while volatility worries have subsided. In North America, the largest share of respondents 
cite transitions of political leadership as a risk to growth in their home countries (Exhibit 2). In India, 
executives most often cite domestic political conflicts, as they did in September. And in Europe, the largest 
share (44 percent, up from 31 percent three months ago) cite geopolitical issues.

Geopolitical issues are a concern over the long term, too. Clear majorities of executives—and much larger 
shares than one year ago—cite instability in the Middle East and North Africa, in addition to terrorism,  
as likely shocks to the global economy in the next decade (Exhibit 3). And in their own economies, respon-
dents cite geopolitical instability among the top threats to growth over the next ten years. At home,  
low levels of innovation are also top of mind as a long-term risk. Interestingly, executives in China and in 
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Across regions, respondents cite geopolitical instability, political issues, and low demand 
as top risks to growth at home.

% of respondents, by office location

Potential risks to domestic economic growth,1 next 12 months

Most frequently cited risk

All other risks

Asia–Pacific, 
n = 207 

China,
n = 66

Europe, 
n = 709

India, 
n = 157

North 
America, 
n = 548

Developing 
markets, 
n = 206

Latin 
America, 
n = 120

Low 
consumer 
demand

Insufficient 
government-
policy 
support

Transitions 
of political 
leadership

Domestic 
political 
conflicts

50 48 40 35 33 31 20

45 29 27 23 31 31 43

24 8 23 44 24 38 6

28 24 44 35 32 5 24

14 14 33 39 35 50 50

Geopolitical 
instability

 1 Out of 12 risks that were presented as answer choices. Risks are arranged in descending order, based on the total-level responses to the question.
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For executives, geopolitical instability and terrorism have both grown as 
long-term economic concerns.

% of respondents1

Issues that are likely to shock the global economy,2 next 10 years

Extremely likely Very likely

Dec 2014, 
n = 1,680

Dec 2015, 
n = 2,013

 1 Respondents who answered “somewhat likely,” “not at all likely,” or “don’t know” are not shown.
 2 Out of 12 potential shocks that were presented as answer choices.

Geopolitical instability 
in the Middle East and 
North Africa

27 44 71 46 40 86

Major terrorist attack 16 33 49 37 43 80

Rising volatility 
across global financial 
markets

8 41 49 10 44 54

Volatile oil prices 16 44 60 12 38 50

Major 
environmental 
disaster

12 28 40 15 34 49

Europe are the most likely across regions to cite low levels of innovation as a risk to domestic growth in the 
next decade. This result from Europe suggests that historically slow investments in the region may pose 
significant innovation- and growth-related challenges in a few years’ time.

A balanced outlook at home and for the world
Despite the geopolitical uncertainties, executives share an overall economic outlook that’s notably less 
negative than it was in September. When asked about current conditions in their home economies,  
nearly equal shares say conditions are better, the same, and worse now than they were six months ago. In 
the previous survey, the largest share of respondents (41 percent) said conditions had worsened.

As in September, executives in Latin America and China remain the most downbeat across regions.3 In fact, 
respondents in Latin America have been the glummest about their home economies for the ninth survey in 
a row—not surprising, since countries across the continent are dealing with political conflicts (which 
executives there cite as a top risk to domestic growth), inflation, recession, volatile exchange rates, shrinking 
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demand, and falling prices for commodities, including oil. Indeed, when asked about future oil prices,  
78 percent of all respondents (and 84 percent in Latin America) expect the price per barrel will be $60 or 
less in the next year.4 But looking ahead, executives’ views are more positive than negative: 37 percent  
of all respondents predict conditions at home will improve in the next six months, and 24 percent expect 
they will get worse.

On the world economy, executives are especially bullish—at least, compared with three months ago. In 
September, 62 percent of executives said global conditions had declined. Now, about one-third of 
respondents say global conditions have either improved, stayed the same, or gotten worse in the past  
six months. Their outlook has tempered, too. Even respondents in Latin America are more upbeat  
about global conditions than in September (Exhibit 4).
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Respondents in all regions—even Latin America—are more bullish now about 
the world economy’s prospects than in September.

% of respondents1

Expected conditions in global economy, in 6 months

Better The same Worse

Sept 20152 Dec 20153

 1 Figures may not sum to 100%, because of rounding. 
 2 In India, n = 154; in Europe, n = 644; in Latin America, n = 116; in developing markets, n = 189; in Asia–Pacific, n = 186; in North America, 

n = 508; and in China, n = 91.
 3 In India, n = 157; in Europe, n = 709; in Latin America, n = 120; in developing markets, n = 206; in Asia–Pacific, n = 207; in North America, 

n = 548; and in China, n = 66.

India 44 2829 51 1534

Europe 32 3039 40 2040

22 3245 40 2832
Developing 
markets

Asia–Pacific 23 5027 38 3132

North America 27 3538 29 2546

24 5224 40 2734Latin America

China 22 5127 27 3241
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All year long, developed-market executives have been more upbeat than their 
emerging-market peers about conditions at home.

% of respondents1

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

Better The same Worse

Mar 2015

 1 Figures may not sum to 100%, because of rounding. 
 2 In Mar, n = 1,629; in June, n = 981; in Sept, n = 1,338; and in Dec, n = 1,464.
 3 In Mar, n = 654; in June, n = 471; in Sept, n = 550; and in Dec, n = 549.

June 2015 Sept 2015 Dec 2015

Respondents 
in developed 
markets2

54 2027 45 1936 42 2633 44 2036

Respondents 
in emerging 
markets3

24 5323 26 4826 15 7214 20 5724

At the same time, respondents in developed markets report diverging views from those in emerging markets, 
who have been more downbeat over domestic conditions in every survey this year (Exhibit 5). Developed-
market executives are more than twice as likely as their peers to say domestic conditions have improved in 
the past six months. One year ago, nearly equal shares of executives (41 percent in developed markets  
and 40 percent in emerging markets) believed that domestic conditions had improved.

They differ, too, in their views of the global economy. Developing-market executives are much likelier than 
their peers (35 percent, compared with 21 percent) to say the global economy is better now than six months 
ago. Both groups, though, are equally likely to expect conditions will improve in the next six months.

Mixed views on China
China’s leaders recently announced early targets for the country’s 13th five-year plan, and we asked execu-
tives about their expectations for near- and longer-term growth there. On the whole, respondents are 
skeptical. Proposals for the five-year plan call for at least 6.5 percent growth per year, from 2016 to 2020. 
But roughly half of all executives say it’s very or somewhat unlikely that China will meet these targets in  
the next few years. When asked about expected growth in 2016, more than half of respondents predict the 
rate of growth will be 5 percent or less—and that China will fall short of the 6.5 percent target.
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On China, executives in developed markets report more conservative expectations 
for its growth than their emerging-market peers.

% of respondents1

Expected rate of GDP growth in China, 2016

4–5%<4% 6–7% ≥8%

 1 Respondents who answered “don’t know/prefer not to answer” are not shown, so figures do not sum to 100%.

Total,
n = 2,013

4312 37 2

4415 32
Respondents in 
developed markets,
n = 1,464

396 50 3
Respondents in 
emerging markets,
n = 549

1

Here, too, developed-market and emerging-market respondents are divided (Exhibit 6), though there  
are notable regional differences. While executives in developed markets are more cautious overall  
about China’s growth, those in India have the most conservative expectations: more than two-thirds of 
respondents in India expect China’s GDP will miss the government’s target.

Executives in China, by contrast, are the most bullish. Sixty-two percent of respondents there predict 
China’s GDP will grow between 6 and 7 percent in 2016; only one-third of all others say the same.  
The same share in China believe the plan’s targets will likely be met in coming years, compared with  
35 percent of all other respondents.

1 The online survey was in the field from November 30 to December 4, 2015, and garnered responses from 2,013 executives 
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 “Economic Conditions Snapshot, September 2015: McKinsey Global Survey results,” September 2015, mckinsey.com.
3 Compared with 31 percent of the global average, 76 percent of respondents in Latin America and 56 percent in China say economic 

conditions are worse now in their home countries than six months ago.
4 The week before the survey was in the field, the price per barrel for Brent crude oil was $43.65.
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