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Economic Conditions Snapshot,
December 2013
Executives’ economic expectations have reached a high for the year, though they expect
only mild improvements in 2014 and anticipate that political tensions could cloud domestic
and global growth.
As 2013 draws to a close, executives are more optimistic about economic improvements
than they have been all year, both at home and in the global economy. They also anticipate
that conditions will continue to improve, thanks to the steady (though modest) improvements
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The online survey was in the
field from December 2 to
December 6, 2013, and garnered
responses from 1,499 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.
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See “Economic Conditions
Snapshot, September 2013:
McKinsey Global Survey results,”
mckinsey.com, September 2013.
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In early December, US officials
reported that the rate of
third-quarter GDP growth
outpaced the original
estimate (3.6 percent, up from
the expected 2.8 percent)
and that the unemployment rate
in November was 7 percent,
a five-year low.

in the developed world that many expect to see.
In McKinsey’s newest survey on economic conditions,1 the responses affirm that economic
momentum has shifted—and will continue to move—from the developed to the developing
world, as we first observed in September.2 Indeed, executives say the slowdown in emerging
markets was one of the biggest business challenges this year, and respondents working in
those markets are less sanguine than others about the current state of their home economies.
Respondents from all regions agree, though, on the world economy: for the first time
since we began asking in early 2012, a majority of executives say global conditions have
improved in the past six months.
Looking ahead to 2014, many executives expect economic progress despite growing concern
over asset bubbles and political conflicts—particularly in the United States. Respondents there
say that ongoing political disputes and the government shutdown in October have had a
notable impact on business sentiment, despite the less noticeable effect on the country’s recent
economic data.3 Still, at the company level, executives maintain the consistently positive
views on workforce size, demand, and profits that they have shared all year.
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Australia, Hong Kong, Japan,
New Zealand, the Philippines,
Singapore, South Korea,
and Taiwan.
5
American Samoa, Angola,
Anguilla, Argentina, Bahrain,
Bolivia, Botswana, Brazil,
Brunei Darussalam, Chile, China,
Colombia, Cote d’Ivoire,
Costa Rica, Egypt, Indonesia,
Iran, Israel, Kenya, Kosovo,
Lebanon, Malaysia, Mauritius,
Mexico, Mongolia, Mozambique,
Nigeria, Oman, Pakistan,
Paraguay, Peru, Puerto Rico,
Qatar, Saudi Arabia, South
Africa, Thailand, Trinidad,
Tunisia, United Arab Emirates,
Uruguay, and Vietnam.
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More positivity at home
At the country level, executives’ bullishness is steadily growing: 45 percent say economic
conditions
are better now than six months ago, up from 42 percent in September and
Survey
2013
36 percent insnapshot,
June, thoughDec
views
vary across regions. Respondents in developed Asia 4 are
Economic
2013
twice as likely
Exhibit
1 of as
6 those in developing markets,5 for example, to say conditions have
improved (Exhibit 1).
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Current conditions in respondents’ countries, compared
with 6 months ago
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may not sum to 100%, because of rounding.

As in September, executives in developed economies are markedly more upbeat than their
emerging-economy peers about conditions at home. But across all regions, 53 percent
of all respondents agree that global conditions have improved (Exhibit 2). This survey marks
the first time a majority of executives has reported better global conditions since we
initially posed the question in March 2012.
Although respondents are ending 2013 with the year’s most positive views, they still identify
several challenges that have made doing business more difficult over the past 12 months.
The top challenge is the slow rate of global growth, cited by half of respondents, followed by
the slowdown in emerging markets and persistently high unemployment, and the
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responses include some notable differences by geography. Compared with the global
average, larger shares in the eurozone cite government austerity and high unemployment as
challenges—not surprisingly, given that the region’s unemployment rate has not fallen
below 12 percent all year. In India, 55 percent of executives cite the emerging-market slowdown, compared with 35 percent of all respondents.
Bright spots
Survey
2013and new risks in 2014
Looking ahead,
executivesDec
have 2013
a positive economic outlook overall: 47 percent expect their
Economic
snapshot,
countries’3economies
to improve in the next six months, and 55 percent say the same for
Exhibit
of 6
the global economy, a clear improvement from years past (Exhibit 3). There is a notable uptick

Exhibit 3

Year
global
outlooks
improve.
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improve.
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Better
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Expected conditions in global economy, in 6 months
Dec 2011, n = 2,299

Dec 2012, n = 1,575

26
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Expectations from
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% of respondents in India1

Substantially better

Expected conditions in domestic
economy, in 6 months
Dec 2013,
n = 137

4

Sept 2013,
n = 105

5

8

55

3

53

2

June 2013,
n = 178

7

Mar 2013,
n = 168

9

1 Respondents

Expected conditions in global
economy, in 6 months

53

34

Moderately better

38

46

56

12

46

who answered “the same,” “moderately worse,” or “substantially worse” are not shown.

in optimism from India, where respondents’ views became gloomier between March and
September (Exhibit 4).
As we saw in the September survey, the results suggest that this optimism is driven
by developed-world growth. For the first quarter of next year, just over half of all executives
predict positive eurozone growth. Thirty-eight percent expect US growth will be stronger
in the first half of 2014 than in the second half of 2013, while only 14 percent expect weaker
growth. Overall hopes for growth are modest, however. With 61 percent of respondents
predicting that the rate of global GDP growth in 2014 will be the same as this year’s, few
expect major economic improvement.
Respondents do expect a shift in the types of risks that could interfere with growth in
the coming year. Recent worries about geopolitical instability have subsided; executives are
more concerned now that domestic political conflicts pose a threat. Such conflicts are
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% of respondents1
Biggest potential risks to
domestic economic growth,
next 12 months

Dec 2013,
n = 1,499

Sept 2013,
n = 1,228

43

Low consumer demand

39

Domestic political conflicts

27

25

New asset bubbles
Lack of access to credit

22

Inflation

21

Transitions of political leadership

17

Increased economic volatility

16

Increased volatility of exchange rates

15

Geopolitical instability

14

15
21
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14
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11

High commodity prices
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28

31

Insufficient government-policy support

One or more sovereign-debt defaults

36

4

13
8

who answered “other,” “no particular risk,” or “don’t know” are not shown.

second only to low demand as a risk to economic growth at home (Exhibit 5). Executives
in the United States are particularly wary, with two-thirds saying political conflicts are a risk
to domestic growth. Many also report that the government shutdown and fiscal debates
in October have already affected business sentiment: 57 percent of respondents in the United
States say the uncertainties related to these political squabbles have had at least some
influence on their companies’ decision making; one-quarter say that influence was complete
or significant.
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Political conflicts now rank higher as a risk to the global economy, too, as do asset bubbles.
This is especially true in Europe, where 38 percent of executives cite new asset bubbles as a
global risk, up from 24 percent who did so in September.
Consistent company views
Amid the shifting expectations for growth that we saw in 2013, executives’ company-level
views have
held steady and been relatively positive throughout the year. Since March,
Survey
2013
respondents most
often reported
that their workforce sizes would stay the same, that demand
Economic
snapshot,
Dec 2013
for their companies’
products would grow, and that their companies’ profits would increase
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over the next six months; the latest results are no different (Exhibit 6).

Exhibit 6

Company-level prospects
staystay
positive.
Company-level
prospects
positive.
% of respondents

Increase

No change

Decrease

Don’t know

Expected changes, next 6 months
Size of company
workforce,
n = 1,499

Customer demand for
company products or services,
n = 1,387

Company profits,
n = 1,387

1
2
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5
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46
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Across regions, executives working in developed Asia are the most optimistic—and those
in the eurozone are the most pessimistic—about their companies’ prospects. Forty-four
percent of those in developed Asia say their workforces will grow in the next six months, while
just 7 percent say they will shrink; in contrast, 31 percent of executives in the eurozone
expect a decrease in workforce size. Two-thirds of respondents in developed Asia expect
demand for their companies’ products and services to increase in the coming
months, and they are least likely among their peers in other regions to expect a decrease
in company profits.
In their investment decisions, though, executives note a new concern: rising asset prices,
which could affect company-level (as well as macroeconomic) growth in the coming year. Of
the executives who say their companies are postponing capital investments or M&A
decisions they would typically consider good for growth, the largest shares of the year now
cite high asset valuations as a reason their companies are waiting.
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