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 The Future Economy Scenarios have been developed by Outsights (www.outsights.co.uk) to
take the long view on possible future directions after the economic downturn.

» Developed with leading economists and roundtable discussions with the public, private and Third
sectors, the Scenarios are being used to test strategy in workshops ; as speeches to open up
audiences’ thinking about the Future and at Board level to start thinking past the recession.

* In addition, Outsights Partner Richard O'Brien puts his unique expertise as one of the world's
leading global futurists and former Chief Economist of American Express Bank to work in his Fog
blog , tracking the Scenarios on a fortnightly basis to help readers navigate the current uncertainty.




The economic crisis has cast
uncertainty over every aspect of
business. Is it possible to see
through the fog of today and
spot future opportunities?

The Future Economy Scenarios
provides a clear framework to
answer the following questions
for organisations:

Is our strategy still robust?

Are we doing all the right things
in response to the downturn?

What is the worst case scenario?
Are we ready for an upturn?

Which opportunities will
be winners?

Sustainable, strong economic growth
Clear economic/business models
Financial stability

Conflicting signals for
prolonged period

Slump in activity
Financial instability
Closed markets




Despite some shocks along the way the Long Boom of 1991-2008 has finally ended. Whilst the recession was not
inevitable, the dual imbalances (between the US-China and excess consumer debt) need to be corrected if they
cannot self-correct.

But after excess consumption, increased saving is not necessarily the answer (the Paradox of Thrift). Someone has
to step in. Only 30% of the 2008 US stimulus was spent and governments now find themselves as the “consumer of
last resort .

Financial meltdown has been a special feature of this recession and has shaken confidence in the free market system.
If the real economy is relatively sound as the credit squeeze is eased we could get a relatively swift return to business.
Do we face the spectre of Japan and the “lost decade” (of deflation and 1% annual growth)? Or can we match the
Swedish banking rescue , which used 7% of GDP but the final net cost was only 0.5% with a turnaround in six years,
ahead of schedule.

The flows of globalisation (cross-border flows of money, goods, services, and people) are already slowing. To what
extent will we see internationally coordinated policy responses and regulation?

Will emergency nationalisations herald a new era of heavy government intervention? New priorities and values may
emerge — such as the environment and sustainable development




Each year, one of the UK’s largest healthcare organisations
holds an annual business forum for its 250 international
senior managers from across the business. The Future
Economy Scenarios featured as the conference opener with a
Q&A to put delegates in a future frame of mind, looking at
what the future global economy holds; threats and the
opportunities; and who'’s going come out stronger.

With uncertainty being the most certain aspect of the
business environment this year, a major insurer decided to
test its strategy against the Future Economy Scenarios
Framework. The company assessed the impact of the
different Scenarios on specific products and services, and
decided upon actions to improve, change or keep the
offering the same.

Dealing with the economic crisis has been an issue for
professionals in crisis communications. Outsights Partner
Richard O’Brien delivered a speech based on the Future
Economy Scenarios entitled “Today's crisis, tomorrow's
recovery? Lessons from the Past and the Future”, to
encourage the European audience to look beyond the
horizon and to dare taking a different approach.

Future of Executive Pay

With Executive Pay hitting the headlines, Outsights invited senior
management from the private and public sector to discuss where
the issue might be heading in these uncertain times. In open and
candid discussions, attendees used the Future Economy
Scenarios to look at how much change is coming and possible
future directions and options.

The Global Economic Outlook

Bringing together a number of senior public and private sector
decision makers from across government, Outsights used the
Future Economy Scenarios to hold an open discussion on
what the global and UK economy will look like emerging from
the downturn.

One of the world’s largest consumer goods businesses wanted
to look beyond the fog of today to start planning for the future.
The Future Economy Scenarios opened the conference with a
35 minute introduction: “After the Storm”, to get away-day
participants into an outside-in way of thinking on how they
need to be prepared for future outcomes.




Economic growth: fast recovery
Fiscal and monetary stimuli work and the recession bottoms out in 2009. Investment plans are restarted and there is a
search for profit in equities.

Financial stability: regained
Timely government intervention with “toxic” assets removed, improved financial regulation and a clear programme to
return the banking system to the market.

The model: open, lightly regulated capitalism and g lobalisation
No policy mistakes and no retreat into protectionism. The US leads a coordinated response with China and the EU.

We have had a big fiscal and monetary stimulus
There has been action on the banks (not yet finished)
The protectionist backlash has been limited

No reason to think the real economy is fatally flawed

* Growth ability to keep up with demanding consumers
* Access to credit, capital, reserves

» Strong and flexible brand Sustainable, strong economic growth
» Strong efficient supply chain Clear economic/business models
Financial stability

* Ability to meet innovative customer demands
* Power of innovation to create new opportunities




Economic growth: depression
The damage spreads — e.g. Eastern Europe — and there is negative growth worldwide for up to two years. The global
consumption/savings imbalance raises real tensions between deficit and surplus economies to no one’s advantage.

Financial stability: disruption
Policy mistakes and a lack of reform means the financial crisis worsens and toxicity remains.

The model: closing markets, high regulation and glo balisation interrupted
The case for openness gets harder to sustain given so many losers. Heavy regulation and intervention intensify.

Every delay increases risks and leads to more layoffs,

closures, loss of real capacity and knock-on effects

Investors and consumers do not react to the stimulus

Protectionism pressure is growing

Another shock could disrupt plans e.g. resurgent commodity

prices or political risks Slump in activity

Global cooperation not guaranteed Financial instability
Closed markets

» Staying powerful: survival of the strongest, fittest and agile
* Anunderlying long run source of consumer demand

» Access to credit, capital, reserves and a strong brand

* Flexibility where real demand has fallen

* Ability to invest where new demand is emerging

* Ability to keep supply chains open despite disruptions

e Smart investments and innovation




Right now we live in Volatile Times . There is uncertainty over: future growth rates, exchange rates; interest rates; the
level of government intervention and regulation; and, in the shorter term whether there will be a period of deflation, and in
the longer-term whether there will be high levels of inflation not experienced in recent history in most developed
economies.

This uncertainty contrasts with the Long Boom which occurred against a back-drop of relative stability. When making
strategic decisions people developed consistent expectations — an anticipated future of steady growth and low inflation. As
uncertainty has increased the confidence to make decisions has evaporated.

Volatile Times is either a period of reform that allows recovery and for people to emerge with confidence (tending towards
the Bounce Back to Business scenario) or a period of wasted opportunity followed by further decline (tending towards the
Worst of all Worlds scenario).

* No clarity on offer

* Expect continued uncertainty and confusion

* Market volatility persists

* Mixed signals by sector and country

* The longer is goes on, the harder (yet more important)
it is for policy makers to hold their nerve

* Solutions have unexpected consequences

Conflicting signals for prolonged period




The good decision maker will:

* Be ready for the two extremes — the uncertainty is for real

* Be prepared to manage volatility, complexity and uncertainty in
Volatile Times

* Look long-term as well as short-term: decisions now have a
long-term impact

&

» Marx’s forecast that capitalism will self-destruct remains
uppermost in people’s minds, restraining a return of confidence




Outsights is a strategic futures consultancy helpin g
organisations to anticipate , interpret and act upon
important developments in the outside world.

We offer fresh perspectives on the Future and turn this into real
and sustained change in organisations using Strategic
Facilitation, Horizon Scanning, Scenarios and Leadership
Development.

A leading global strategic futures consultancy, Outsights was
established in 1996 and has worked with a full range of
industries across most geographies, at the most senior levels
in the world’s leading organisations.

More information: outsights.co.uk/services
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Outsights brings together experienced practitioners and a
broad network of associates. Founding partners Tim Bolderson
and Richard O'Brien are experts in their fields with global
reputations as strategic facilitators, thought-leaders and
speakers with extensive experience in the business and
consulting worlds.

Tim Bolderson, Co-Founding Partner  Tim has designed, led
and delivered foresight and scenario projects for over a decade
including the Futures of Global Security, Digital Content
Protection, Pharmaceuticals and Healthcare, Digital Media in
Africa, the World's Poorest to 2030 and Obesities in the UK to
2040. Tim’s previous experience is with the Royal Dutch/Shell
Group of Companies in policy and strategy roles, and across
several continents. He is a member of the international
Advisory Board of the Center for Strategic International Studies
in Washington DC.

Richard O’'Brien, Co-Founding Partner  Richard has
extensive experience in futures work, including leading
Scenario projects across a range of sectors including the
Futures of Financial Services, Information, Japan, Retail, the
BRICs, the UK, and the Global Economy.

Richard spent 21 years in international banking, during which
time he was chief economist of American Express Bank,
executive director and editor of The Amex Bank Review, and
consultant to the World Bank. Richard has served on the
governing councils of Chatham House, the ESRC Research
Priorities Board and the Royal Economic Society and is the
author of the best-seller Global Financial Integration: The End
of Geography.

More information: outsights.co.uk/about/people
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