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Foreword
Oxford Analytica is delighted to present this Briefing Book in support of the
Business for the Common Good 2017 Conference which showcases our
analysis of key trends by way of selected articles from the Oxford Analytica
Daily Brief.
Oxford Analytica is an international consulting firm founded in 1975 to enable
governments, corporations and international organisations navigate the
complex macro environments that impact strategies, operations, investments
and policies. It does so by drawing on a network of some 1,500 experts at
leading centres of learning around the world to deliver actionable,
authoritative and impartial insights into global events and trends. The firm’s
worldwide reputation for delivering unparalleled macro diligence is based on
its founding principles, robust methodologies, and an impressive track record.

Graham Hutchings
Principal
Oxford Analytica

If you have any questions arising from any of the articles included here, or on
any of the services we provide, please do not hesitate to speak to me during
the Conference. I look forward to meeting you all.
Yours sincerely,
Graham Hutchings,
Principal
Oxford Analytica
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Prospects for the global economy to end-2017
Thursday, June 1, 2017
Economic activity has picked up across the world; risks are largely idiosyncratic in the
near term but are higher ahead
Despite concerns over elections, leadership changes and economic risks, equity markets have
strengthened on expectations of higher GDP growth and inflation while bond markets have remained
steady. Economic activity has improved across the world, underpinning confidence. Trade flows have
picked up, and the oil price has settled higher than in the first eleven months of 2016. The uncertainty
surrounding US policy -- notably interest rate trends -- remains a global concern, but near-term risks
are specific rather than systemic.

Our judgement
Policy is not yet contributing to growth. US tax and infrastructure plans, even if agreed, will have little
effect in 2017, the EU is only starting to consider stimulus and many other regions remain constrained.
Nevertheless, global growth and trade will continue to build momentum. The oil price is unlikely to
move much higher, but the extension of the OPEC-non-OPEC agreement sets a floor; market
consistency will let resource-reliant economies fix budgets and grow steadily while protecting
importers from rising fuel bills. The dollar's path will depend on the balance between US risks
dragging it lower and upward pressure from diverging US, Japanese and European policies.
Fundamentals are likely to dominate.
See PROSPECTS H2 2017: Global economy - June 1, 2017
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Belt and Road paves way for China’s new global role
The One Belt One Road (OBOR) summit in Beijing this month has focused
the world’s attention on China’s ‘grand strategy’

NORTH AMERICA
Lukewarm commercial
interest. Some sense of
political threat.

EUROPE
Strong interest from
Eastern European
governments. No sense of
political threat.

RUSSIA
Reluctantly accepts
Chinese economic
presence in Central Asia,
hoping to retain political
dominance.

CENTRAL ASIA
OBOR helps connect
isolated states. Beijing can
deliver projects no other
country can.

JAPAN
Faces greater competition
for construction contracts
but will benefit from
completed transportation
facilities.

Russia 8.4
Pakistan 26.1

Egypt 10.8
Bangladesh 13.5

Total value of
Chinese construction
investment, 2013-16
(billion dollars)
26.1
(Pakistan)

Laos 8.2
Indonesia 9.6
Nigeria 21.5
Ethiopia 11.0

0.1
(Cuba)
No data

LATIN AMERICA, NORTH
AND WEST AFRICA
Not actively sought for
inclusion in OBOR, but not
excluded from Chinese
investment.

Malaysia 12.6
Argentina 9.5

MIDDLE EAST
Sees China as a pragmatic
partner with no political
agenda.

PAKISTAN
CPEC strengthens ‘special
relationship’. Concerns
over physical security of
projects.

Countries that are not part of OBOR do not separate neatly into
winners and losers -- many will be both. For instance, trade-related
infrastructure may benefit nations that are not themselves part of
OBOR. Not being part of OBOR will not mean a country gets less
Chinese investment.
The majority of Chinese investment is likely to be in sectors and
countries that are not part of OBOR, nor will overall Chinese investment
be concentrated in the OBOR countries. However, the boundaries
of OBOR are ill-defined and flexible, and will expand to encompass
planned or current projects that were not originally part of it.

INDIA
Fears Chinese
encroachment. Still wants
deeper economic relations
with China.

Needs infrastructure
investment. Some projects
face localised backlash.
in maritime disputes.

_ OBOR may reshape world politics as much by
how countries perceive and react to it as by
what it actually does.
_
_ References to ‘grand strategy’ overlook the
organic nature of OBOR, which is continually
shaped from below as well as above.

See also: Prospects for One Belt, One Road in 2017 -- November 28, 2016
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Western Europe might embrace wider security concept
Terrorism and climate change appear to be more pressing concerns for many
citizens than military threats
Public attitudes on defence
spending, 2016 (%)

France

Germany
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52

32

47

34

Germany
17

Italy
23

45

26

2.5
2.0
1.5
1.0
0.5
0

NATO GUIDELINE 2%

2010

2016

2010

2016
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3

41

Decrease
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25

14

United Kingdom

1

12

24

36

$50
billion

$45
billion

2016

48

2010

2016

2010

2016

Personnel

Infrastructure

15

20

20
1

69

3

Equipment

10

$23
billion
48

43

Keep the same

2010

Defence spending by category, 2016 (%)

Spain

100%
…but

United
Kingdom

Spain

Defence spending (as a % of GDP)

France

14

Italy

23

$13
billion

$59
billion

41

35

64

2

Other

75%
50%
25%
0%
the
largest
perceived
threats
are non-military

Attitudes on threats, 2016 (% saying each is a major threat to their country)
IS

91

Islamic State
73

Global economic instability
45

Large numbers of refugees
Tensions with Russia
China's emergence as a world power

65

31

34

31

28

25

34
21

Despite Russia’s increasingly assertive behaviour, the largest _
perceived threats for Western Europeans are non-military.
Defence spending is likely to increase modestly over the
_
next years in response to US calls, but large increases are
unlikely as public support appears to be weak, especially in
Italy and Spain which face large debt burdens.

55

67

51

66

48

84

71

39

68

Cyberattacks from other countries

58

89

72

65

79

93

87

85

73

Global climate change

52

42
39

28

42

24

Governments may try to use foreign aid more
strategically, for example to reduce drivers of migration.
Spending on cybersecurity will increase and publicprivate partnerships could become increasingly
important.

_ Increasing spending on military equipment could

Instead, governments may highlight the role of non-military
spending such as foreign aid and spending on integration
development times.
measures and deradicalisation programmes in improving
security outcomes. This may contribute to the development _ European defence cooperation and moves towards an
of a broader, more inclusive definition of security.

See also: European defence spending may increase modestly -- March 1, 2017
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Refugees in Middle East could face forced repatriation
Wednesday, May 31, 2017
European migration policy is shifting the incentives for neighbouring countries hosting
Syrian refugees
Stricter EU migration policies have triggered mixed responses from Jordan, Lebanon and Turkey,
where most of the 5 million refugees who have fled the Syrian conflict now live. On the one hand, they
have tightened border control and are seeking opportunities for repatriation. On the other, there are
opportunities for lucrative agreements with international donors aimed at managing the refugee crisis
within the region.

Our judgement
Forced repatriation will become more likely in the coming months, owing to political developments in
the Syrian conflict. ‘De-escalation zones’ agreed by Russia, Iran and Turkey could be portrayed as
‘safe zones’ providing a pretext for returns. Governments will maintain cooperation with international
donors, but could become increasingly sceptical about the benefits of new deals as they see
unemployment among their own nationals continuing to rise.
See MIDDLE EAST: Refugees could face forced repatriation - May 31, 2017

EU will pursue North Africa migration deals
Monday, May 22, 2017
With migration flows under some control through the Balkans, Europe is focusing on
North Africa
Large-scale migration movements from Sub-Saharan Africa, Turkey, and the Middle East and North
Africa (MENA) region have challenged European governments in recent years, including stoking
support for far-right/populist parties such as the French Front National, the Alternative for Germany, and
the Austrian and Dutch freedom parties.

Our judgement
Without the ability to control internal movement, the EU will keep focusing on Turkey and North African
states to control migrant outflows to Europe. While the EU-Turkey deal still holds, it looks increasingly
fragile. Meanwhile, Italy’s efforts to resolve the crisis in Libya are moving forward, but a deal is unlikely
in the short term and migration control for Libya is still years away.
See EUROPE: EU will pursue North Africa migration deals - May 22, 2017
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Sahel-Sahara governance is key to migratory flows
migration in a vicious circle

2016 ATTACKS

Sebha

Boko Haram
Islamic State

ALGERIA

LIBYA
Tamanrasset

Trade routes and migration
Highlighted countries
Sahel (semi-desert)

Seguedine

Nouakchott

MALI
NIGER

MAURITANIA

Agadez

Gao

SENEGAL

Niamey

Bamako
BURKINA
FASO

GUINEA

CHAD

Ouagadougou

SUDAN

N’Djamena

NIGERIA
IVORY
COAST

GHANA

Border communities in the Sahel and Sahara rely on
in those areas also participate in smuggling of cigarettes,
petrol, drugs, arms and people. This wide participation
across authorities is a symptom of low-quality government
institutions and lack of economic prospects in the region,
which in turn undermine local actors’ commitment to the
central government.
The conflicts in Libya, Mali and the Lake Chad area have
strengthened the role of the informal economy. They have
also distorted incentives for the previously mostly intraAfrican migration, diverting some 20% of African migrants
towards Europe as conditions in Libya, traditionally a host
of migrants, deteriorated.

_ An EU-led crackdown on smuggling networks in Niger
has focussed on the Tebu ethnic group, which could risk
an uprising there.
_ Collaborating with militias to curb smuggling empowers
them and undermines central government structures.
_ Decriminalising irregular migration in Libya could cut
_ This could also remove the violence factor that forces
many migrants to seek safety in Italy.

See also: Sahel dynamics foster illicit economies -- Friday, July 31, 2015
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Italy's banks face twin test
Tuesday, May 30, 2017
The chance of an Italian banking crisis is low, but concern is rising about the impact of
elections and tighter policy
The euro fell for the fourth successive session in European morning trade amid rising uncertainties
about an early Italian election.Former Italian Prime Minister Matteo Renzi has suggested that Italy's next
election should be held at the same time as Germany's (September), saying it made sense from "a
European perspective". Investors fear for the impact that a combination of early elections and ECB
policy tightening would have on the fragile Italian banking system.

Our judgement
The probability of a debt crisis while interest rates are near zero is low. However, ultra-loose policy will
end by 2019, when Mario Draghi steps down as ECB president. Moreover, euro-area manufacturing
and services surveys are at a six-year high, pressuring the ECB to reduce its quantitative easing soon.
A debt crisis could cause the euro-area to break up but is unlikely; French President Emmanuel
Macron would support European intervention into Italian banking if necessary. ‘Italexit’ would gain
momentum only if a populist party formed a government. This too is unlikely.
See ITALY: Early polls or ECB tightening would test banks - May 30, 2017

Climate change will drive luxury crop price volatility
Thursday, May 4, 2017
Irregular supplies of high-demand crops from shifting climatic conditions could present
investor opportunities
Hass avocados are selling in Mexico City today at 29.25 dollars per ten-kilogramme box. This is nearly
70% higher than the average early May price of 17.29 dollars for the previous five years. The higher
price reflects growing demand among consumers for the luxury fruit in Western countries and new
Asian markets, as well as inclement weather cutting production in Mexico, Peru and the United States,
the first-, third- and seventh-largest producers of avocados. Climate change is expected to drive more
frequent extreme weather events, dramatically alter the availability of fresh water and render crop yields
more volatile.

Our judgement
Traders of soft commodities and consumer goods companies dependent on water-intensive
specialist crops -- such as Starbucks for arabica coffee beans -- will see increased market volatility
from climate change for water-intensive goods like chocolate, olives, almonds and citrus fruits. Policy
factors that could influence harvests and longer-term regional pricing dynamics in the context of
climate change include water usage restrictions and public expenditure on irrigation projects in
agricultural areas experiencing water stress.
See EAST AFRICA: Climate will shape coffee production - October 21, 2016
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Renewables are raising global power sector efficiency
Friday, April 7, 2017
Power generation firms are adapting their business models to make use of increasingly
competitive renewable technologies
Integrating renewable technologies into existing electricity systems has altered the economics of the
power market. Traditional generators of coal-fired, gas-fired and nuclear power are adjusting their
business models.

Our judgement
Energy companies are attempting to position themselves advantageously to the changing demand
and supply power market dynamics. They will hive off high carbon risk assets such as coal-fired
generation. In both developing and developed countries, renewables are becoming increasingly
competitive. This trend is likely to accelerate, ultimately leaving traditional assets stranded.
See today's INTERNATIONAL: Renewables are raising power efficiency.
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Brussels may expand its role in foreign policy
The volatile international environment will provide an incentive for EU member
states to act together
KEY EVENTS
June 18
Second round of the French parliamentary elections

March 30
Scheduled departure of the United Kingdom from the EU

2018

September 24
German parliamentary
election

2019

October
Early 2018
Austrian parliamentary Italian parliamentary election
election
(by May 20)

June 6-9
European Parliament
election

UNITED STATES

RUSSIA

The EU is wary of US
President Donald Trump
and relations will probably
cool.

Russia’s actions in Syria,
suspicions it tried to influence
elections and the lack of progress
on the Minsk 2.0 peace process
will continue to sour relations.

$
$

KEY

$

Economic
Diplomatic
Security

NORTH AFRICA

TURKEY

CHINA

Keeping immigration
levels low is a priority for
the EU and it will seek to
replicate the EU-Turkey
deal elsewhere.

Concerns about increasing
authoritarianism have
stalled EU membership
talks and the migrant deal
is likely to collapse.

EU countries have been
keen to attract Chinese
investment despite unease
about losing control of key
technologies.

The EU has 139 bilateral, multilateral and regional
delegations and representation offices around the world.
Foreign policy decisions are made unanimously by the
European Council, though certain aspects can be modified

_ The EU is likely to renew its sanctions against Russia
in July, despite some member states’ scepticism.
_ Both the EU and the United Kingdom are likely to

by qualified majority voting. This presents a dilemma for
the EU’s foreign policy chief, High Representative Federica
Mogherini: she can only speak on behalf of the EU if the
foreign ministers of all 28 member states agree.
Nonetheless, and despite Brussels’ lack of any hard power,
the EU has enjoyed several successes, including the Iran

_ The French and German elections are unlikely to
result in substantial changes in the EU’s foreign
policy.
_
the Horn of Africa.

nuclear deal and improved EU defence cooperation.
See also: Prospects for the EU in 2017 -- November 3, 2016
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Key foreign policy considerations
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