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Key Topics Today
Slow Growth
Global Tipping Point
What to Do?




Why Slow Growth?
History

Productivity
Labor Force

Regulation



History
1847 -Railroad
1907 -Financial Panic

Great Depression




Productivity

Swedish
Cheese Factory
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Productivity Gains
1300-1800 Double
1800-1900 Double

20t Century 35 Years
21st Century>35 years




Productivity: 1750 to 1830
Steam Engines

Textiles/Cotton Spinning

Railroads



Golden Age: 1870 to 1920
Indoor Plumbing

Automobile
Electricity



Productivity: 1960 to Date
Computer

Internet

Smart Phones



PERCENT CHANGE IN OUTPUT PER MAN HOUR

TEN-YEAR PERCENT CHANGE IN PRODUCTIVITY:
MANUFACTURING vs NONFARM BUSINESS
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Slow Productivity
Slow Growth



Economic Map of the World

'http://www.sasi.group.shef.ac.uk/worldmapper/ images/larg
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Tipping Point
Emerging Markets
to

Developing Markets






Asia: Central Bank Balance Sheets
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Asia: Credit and Economic Growth

Change in nominal debt/change in nominal GDP == 2005-07
2013
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Asia’s Exports Sputter

Asia’s exports have failed to maintain sustained growth as they did after
previous economic crises. Quarterly exports, change from a year earlier:

Bursting of
the US. tech
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U.S. Imports Less

Slower Economic Growth
Capital Spending: Oil & Gas
Consumers Pay Down Debt

Asia Too Expensive



Less Optimism on EM
C/A Deficit
Inflation

Commodities







China’s Economy
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China: Real GDP Growth
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China’'s Economy: Soft Landing
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China’'s Appetite for Commodities

China’s domestic
consumptlon Nl 66%
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China Risks
Debt
Real Estate Bubble
Costs




China: Debt % of GDP*
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Guizhou Bridge

Corbis




China’'s House Prices

Annual % change
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China’'s Ghost City




Manufacturing Wages
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Labor Costs: China vs. Mexico

Productivity-adjusted labor rate
Adj. US$ / hr
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Mexico's Advantage: Distance

4 months

6,000 miles

4 days



Why Pay Attention to EM?

Better Economic Indicators

Growing Market Cap.
Higher Return

Diversification






U.S. Jobs: Back to Pre-Recession Peak

Cumulative change in nonfarm payrolls since the peak in Jan. 2008, in millions
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U.S. Economic Growth

History

2013

2014

Forecast

2015



Length of Economic Expansions
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1691-2001: The tech boom

1961-69: The roaring '60s

CBO forecasts for current

1982-90: The Reagan boom

Fed forecasts for current

2001-07: The housing boom

1675-80: Post-Vietnam

Current expansion (since June 2009) |

1970-73: Before OPEC embargo 36
Average since 1854 27
1980-81: Between Volcker's recessions 12

73
58
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Recession Triggers

1948-49

1953-54

1957-58

1960-61

1969-70

1973-75

1980

1981-82

1990-91

2001-02

2007-09

Fed tightening

Fiscal tightening

Fed tightening

Fed and fiscal policytightening

Fed tightening, GM strike deepens the recession
Qil shock, Fed tightening

Qil shock, Fed tightening, credit controls

Fed tightening

Fed tightening, oil shock, saving and loans crisis
End of Inform ation Technology bubble

End of housing_; bubble




Fed Rate Hike Scenarios
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Beginning
of Fed

S&P 500 Recession

Tightening Peak Begins
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“WGDP

Fed Reserve Holdings % GDP
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America's Advantages

1.Economic
2 .Institutional
3.Human Capital

4 Location



Economic Size: U.S. vs. China
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Saudi America Oil Production

Millions Barrels per Day

FORECAST
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U.S. Manufacturing Employment
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U.S. Firms Re-shoring
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GE Appliance Park in Ky
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Foreign Firms Expanding in U.S.




Manufacturing Productivity

. L Historical
Manufacturing productivity per worker CAGR
Real productivity (2010 USD)
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Relative Manufacturing Costs

Manufacturing cost index (US = 100)
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Geographical
Location
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Japan: Higher Inflation
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Japan: Low Real Interest Rate
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Europe Improves

10-year government bond yields
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Eurozone Economy

Eurozone GDP growth Eurczone inflation
(anmual % change) (annual % change in CPI)
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Russian Bear
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Bank Exposure to Russia

Europe $186.6

France $524
Italy $305
Germany $23.5
UK $17.8




Real GDP Growth (% Yo¥)
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What to Do?
More Production
does not mean
More Satisfaction




Co-creation
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Proctor & Gamble




Crowd
SQUrcCI
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GoPro: Dubstep Baby - Super Bowl Commercial 2013
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Slow Global Growth

Inevitable




Technology Can

Give you a Bigger
Share of the Pie
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