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National economic
performance ranked:
a macro scorecard

Two years ago we compiled a scorecard

in an attempt to put the big countries’
macroeconomic performance into some sort
of objective perspective. Back then, the Wall
of Worry seemed immense, and the UK in
particular was being labelled as the ‘sick man
of Europe’

Much of that worry has persisted, and
against that backdrop, the debate about
relative economic performance continues to
rage. The UK is not the only country whose
performance is being disparaged today

- Germany is widely seen as a challenger

for that European title, while the new

US administration has taken office with

the explicit intention of raising America’s
economic status. Meanwhile, we now have
an extra two years’ worth of post-pandemic
data. So, in this note, we report an update of
our earlier ranking — albeit with slight tweaks
to methodology - to see how the major
economies rank more recently.

Perhaps unsurprisingly, the relativities have
not changed hugely, and as in 2023 most
readers will find - of course - that their
national economies are not as special as they
think. Most countries are not doing as badly
as their local media like to suggest (or as well
as readers might wish them to be doing).

We find again that Switzerland ranks at the
top, while Germany, for all its current woes,
is still doing relatively well (even among its
EU peers). Meanwhile, the UK and US remain
unremarkably positioned around mid-

table - reminding us of just how myopic the
domestic UK economic debate continues to
be, and suggesting perhaps that whateveris
driving US stock prices of late, it has not been
all-round macroeconomic performance (of
which more below).
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Similar to last time, we have grouped a larger
number of variables (18 here) under three
broad categories (details can be found in the
Appendix):

1. Prosperity: Growth and material living
standards (six variables);

2. Durability: Sustainability (not justin
the environmental sense) of national
economies (eight variables);

3. Fairness: Wider social well-being and
equality (four variables).

For each variable, we rank country
performance, and then calculate an average
rank across all 18 to arrive at an overall
average standing for each country in each

of the past ten years. We then calculate

an average country score over a ten-year
window, then rank them. We present these
summary scores in ordinal terms - that is, as
simple rankings. This means that, in some
instances, a country might rank lowly, but the
gap between its average ranking and those of
the rest might be small (we discuss this point
further below).

We do not give any of the three categories - or
their various components — more importance
than the others: each input has the same
weighting. We hope that each of them
captures a distinct angle.

Thereis an unavoidable degree of subjectivity
in any definition and measurement of
economic performance. Some readers may
feel that, say, ‘Prosperity” matters more than
‘Durability”: the US ranks towards the top for
the former, but closer to the bottom for the
latter (see the Results section). They may also
feel that in capturing ‘Prosperity’, rates of
growth matter more than levels of income (or
vice versa). And so, we also show the details
within each category in the Appendix.

Across the 16 nations in our analysis,
Switzerland ranks top over the 2015-2024
period (Figure 1), closely followed by Sweden.
Both nations score highly across all three
categories and regularly share the top spot

in individual years, though Switzerland more
frequently (Figure 2).

The UK ranks mid-table. This observation
might come as a surprise to UK-based
readers, given the overwhelmingly negative
local media commentary, and such
understandable concerns as: Brexit; the Truss
budget; industrial unrest (leading to claims of
another Winter of Discontent in 2022); and the
new government’s own ‘talking down’ of the
economy, its poorly-presented ‘tax and spend’
budget, and its obsessive search for growth.
Yet the UK was briefly in the top five for
‘Prosperity’ in 2023 (Figure 3 in Appendix), and
- perhaps especially ironically - consistently
ranks highly on the ‘Fairness’ category.

The eurozone’s overall score is also in the
middle of the pack (where aggregate data
was not available, we took an equal-weighted
average of the Germany, Netherlands, France,
Spain and Italy scores). Most strikingly,
Germany placed fourth in our analysis,
largely due to strong ratings in the ‘Durability’
and ‘Fairness’ categories. Conversely, its
‘Prosperity’ category lowered its overall score,
and has been notably weak in recent years (it
ranked bottom in 2023 and 2024).

Among the other core eurozone nations, the
Netherlands sits in third, topping the ‘Fairness’
category, while France is in the bottom half,
partly due to its weak ‘Prosperity’ rating.

The peripheral euro area countries - Spain
and Italy - also rank towards the bottom,
though Spain’s performance appears to have
improved over the past couple of years.

NATIONAL ECONOMIC PERFORMANCE RANKED: A MACRO SCORECARD



FIGURE 1: OVERALL COUNTRY RANKINGS
2015-2024 average
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Source: Rothschild & Co, see remaining in ‘Sources’ section

Note: We initially rank the countries across each of the 18 variables for each year (2015-2024). We then calculate the average score for each year, then take
the overall average across the 10-year window - this average is then ranked to arrive at the ‘Overall’ country score. The same process is applied to the three
sub-categories - ‘Prosperity’, ‘Durability’ and ‘Fairness’ — using only the relevant variables under each heading (see individual variables in ‘Sources’ section).

FIGURE 2: OVERALL COUNTRY RANKINGS OVER TIME
2015-2024
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Source: Rothschild & Co, see remaining in ‘Sources’ section

Note: We initially rank the countries across each of the 18 variables for each year (2015-2024). We then calculate the average score for each year,
then rank these scores. If two countries have the same score, we have given a higher rank to the one with the better ‘Prosperity’ score.
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On the other side of the Atlantic, the US

ranks seventh, just above the eurozone and
UK. Perhaps unsurprisingly, the US lands in
second place for ‘Prosperity’: GDP growth is
strong in absolute and per capita terms, as are
measures of capital and labour productivity.
However, it ranks lowest under ‘Durability,
partly due to its budget and current account
deficits, negative net international investment
position, elevated government debt ratio and
high per capita carbon emissions. Of course,
the current account deficit may largely be a
reflection of strong domestic demand, and
there is still little sign of ‘bond vigilantes’
being disheartened by elevated deficits and
debt - but these are the criteria we have used,
judging that most independent observers
would view them as weaknesses. On
‘Fairness’, the US is middling: unemployment
is relatively low, and measures of human
development and political stability are
somewhat high - but income inequality

(as measured by the Gini coefficient) is one

of the widest.

Japan is located in the lower half of the
table and has the lowest ‘Prosperity’
rating: its high living standards have been
stagnating, and its demographic challenge
is one of the tightest. India sits slightly
higher, and intriguingly has the strongest
‘Prosperity’ score: current incomes may be
low, but rates of improvement are higher -
and its population is not old. China is one
place above India, in tenth, also scoring
relatively well on ‘Prosperity’.

Again, the results we show are the raw
rankings, which do not quantify the
differences in overall scores. However, if
we were to show the average overall scores
(thatis, the average rankings themselves,
before the final ranking), then we would
see that some overall positions are much
closer together than others. For example,
the difference in average score between
fifth-placed Canada and thirteenth-placed
France is just one rank point (8.3 versus 9.3).
This is an observation in itself: economic
performance tends to be less divergent
than the headlines usually suggest.




USING THE DATA

As we noted last time, when it comes to
economic welfare, we know that what
matters is not always measurable: all-round
well-being, happiness or ‘utility” is not
directly measurable, and many of the things
we expect to be correlated with them are
themselves measured imperfectly, despite
the best efforts of national statisticians to
standardise definitions and measurement
practices. Data (and not just the most recent
observations) can also be subject to revisions,
quality can suffer over time (falling survey
response rates, for example) and indeed
whole series can sometimes be discontinued
(see Appendix).

Similarly, while we might expect macro
performance to be correlated with better
investment performance - particularly over
long time periods - not all of it matters
directly, while some factors which do matter
to investors may not matter so much in the
macro context.

In stock markets, for example, corporate
earnings - the ultimate driver of long-term

returns — will be influenced by economic
growth, but also by the evolving product
cycle, corporate taxes and many other
variables. Moreover, domestic economic
developments are in some cases only partially
relevant to local stock market indices to begin
with: the biggest companies quoted in the

UK and Swiss stock markets, for example,
generate most of their earnings from abroad.
We suspect that any exploitable link between
our results and investment returns are most
likely to be seen in the case of fixed income
and currencies. It may not be coincidence
that the Swiss franc is consistently high and
local bond yields low.

Clearly, this is not a scientifically precise
exercise (the subject matter does not lend
itself to such analysis, nor one that may
directly filter into investment decisions). But
we hope that by considering a wide range of
indicators over a reasonable time horizon, we
can help reduce some of the macroeconomic
noise and place performance in a more
objective perspective.

... we hope that by considering

a wide range of indicators over a
reasonable time horizon, we can help
reduce some of the macroeconomic
noise and place performance in a
more objective perspective.

)
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Appendix: the inputs

The 18 variables are highlighted below.
Data for each variable are taken from a
single source to ensure comparability
(the exception being unemployment data
for China and India). However, as noted,
we have tweaked our methodology. We
have replaced gross debt with net debt,
and we have used more comprehensive
productivity data (we previously used a
static trend for data prior to 2019). The
Ease of Doing Business index, which

sat in the ‘Fairness’ category, has been
discontinued by the World Bank, and
we have removed it until we find an
alternative proxy with sufficient data.

PROSPERITY VARIABLES

The variables in this category try to capture
things that correlate with general domestic
welfare: the utility (or happiness) derived from
the goods we make and services we supply.

To measure this, we can look at Gross
Domestic Product (GDP) data - the flow

of inflation-adjusted output, income and
spending - as it tends to be the most widely
watched and useful flow indicator. Of course,
the size of an economy alone tells us little
about overall economic performance or

how things are evolving, otherwise China
would constantly be battling for first place in
this category (although, it does consistently
rank in the top half of the table). And so, we
focus on GDP per capita in real exchange
rate adjusted terms (i.e., accounting for

the different purchasing powers of local
currencies), along with growth in GDP and
growth in GDP per capita (we use a three-year
moving average here to look through short-
term cyclical volatility).

To capture how efficiently this output is
produced by its labour and capital inputs,
we have included trend growth in labour
productivity and corporate profitability.

FIGURE 3: ‘PROSPERITY’ COUNTRY RANKINGS OVER TIME

2015-2024
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Source: Rothschild & Co, see remaining in ‘Sources’ section

Note: We initially rank the countries across each of the six ‘Prosperity’ variables for each year (2015-2024). We then calculate the average score for each year,
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then rank these scores to arrive at the ‘Prosperity’ country score. Some countries have the same final score.
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Labour productivity differs from GDP per
capita as employment rates (and working
hours) can vary for any given population.
Meanwhile, we have used the regional MSCI
stock indices’ return on common equity as a

proxy for capital productivity (admittedly, this

input will be driven by labour productivity
gains to some extent as well).

Prospective population growth over the
next 10 years is the most forward-looking
input within the ‘Prosperity’ bucket. While
the impact on per capita GDP growth is
ambiguous in the short term, a growing
population is arguably a proxy for future
dynamism and growth over longer
timeframes. Labour is a resource, not a
burden.

There are of course other variables which
can reflect a nation’s ‘Prosperity’. And some
might argue that our selected inputs should
not be equally weighted: GDP per capita,
forinstance, is arguably the best gauge of

average living standards in a country.
Clearly, thereis no ‘right’ way to populate
this category (or the other two for that
matter), but we have nonetheless tried to
capture its main drivers in a systematic
and concise manner.

DURABILITY VARIABLES

As the title suggests, the variables in this
category intend to capture the durability
(or sustainability) of each nation’s current
financial activities. Most of the inputs are in
this category, given the wide spectrum of
risks to long-term economic sustainability.

Perhaps the most topical variables are
government debt (stock of outstanding
debt) and government deficits (flow of new
debt), which many commentators perceive
as a major risk to financial stability (both
variables are relative to domestic GDP to
ensure fair comparability across nations).

FIGURE 4: ‘DURABILITY’ COUNTRY RANKINGS OVER TIME
2015-2024
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Source: Rothschild & Co, see remaining in ‘Sources’ section

Note: We initially rank the countries across each of the eight ‘Durability’ variables for each year (2015-2024). We then calculate the average score for each year,
then rank these scores to arrive at the ‘Durability’ country score. Some countries have the same final score.
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To complete the picture, we have also
included the stock of net international
investment (net assets relative to the rest of
the world) and the current account balance,
again scaled by GDP.

Inflation and 10-year government bond
yields are used as broad gauges of macro

risk - higherinflation and interest rates score
worse — and may implicitly reflect real, or
inflation-adjusted, interest rates. Higher real
yields might reflect greater risk — at least for
countries which are usually perceived to have
lower creditworthiness, such as emerging
market nations.

There is also an export diversification index,
as nations with a narrow range of products
might be more vulnerable to shocks than
those with a diversified set. And we include
carbon emissions per person as a proxy for
any future environmental adjustment, where
a lower reading is better.

FAIRNESS VARIABLES

The variables in this final category try
to measure the less material aspects of
economic life which contribute to social
well-being.

We have used unemployment rates in this
instance as a measure of ‘Fairness’, rather
than ‘Prosperity”: higher unemployment is

of course bad for both categories but we

felt that the GDP data were sufficient in
capturing the ‘Prosperity’ side of the story.
Meanwhile, increasing joblessness can be

an indicator that a cohort of society are
being left behind, and can also contribute

to poor health and well-being. We have also
included Gini coefficient data as a more direct
measure of income inequality - or unfairness
- though the data for this indicator is not as
comprehensive or timely.

Two composite indices have also been
included in this category. The human
development index combines measures of life
expectancy, education and standards of living
(through Gross National Income). The political
risk index — a more subjective measure - tries
to capture control of corruption, government
effectiveness, regulatory quality and rule of
law. As noted, the Ease of Doing Business
index has been removed, but we would hope
that the political risk index indirectly reflects
how liberal the marketplace might be (for
example, through its measure of corruption).

FIGURE 5: ‘FAIRNESS’ COUNTRY RANKINGS OVER TIME

2015-2024
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Source: Rothschild & Co, see remaining in ‘Sources’ section

Note: We initially rank the countries across each of the four ‘Fairness’ variables for each year (2015-2024). We then calculate the average score for each year,
then rank these scores to arrive at the ‘Fairness’ country score. Some countries have the same final score.
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Sources

1. GDP growth: IMF GDP in constant prices (annual change, three-year moving average, %)
2. GDP per capita: IMF GDP per capita in PPP terms (levels)

3. GDP per capita growth: IMF GDP per capita in PPP terms (annual change, three-year
moving average, %)

4. Population growth: US Census population growth forecasts (10-year ahead change, %)

5. Productivity: Conference Board GDP per hour worked (annual change, three-year moving
average, %)
6. Profitability: MSCl indices’ return on common equity (%)

Inflation: IMF annual average inflation rate (%)

Government bond yields: 10-year yields at end of year (%)

Current account: IMF current account balance (% of GDP)

Net international investment: IMF net international investment position (% of GDP)
Government net lending and borrowing: IMF net lending and borrowing (% of GDP)
Government debt': IMF general government net debt (% of GDP)

Export diversification: UNCTAD diversification index

O N - I O

Carbon emissions: Global Carbon Project CO2 per person

Unemployment rates?: IMF data (%)
Gini coefficient: World Bank income Gini coefficient
Human Development Index: UN Development Programme indices

P PN F

Political risk: Bloomberg indices

Market data is pulled from Bloomberg.
' China and India data are only available in gross terms.
2 China and India data are from the World Bank.
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Important information

This document is produced by Rothschild & Co Wealth Management UK Limited for information and
marketing purposes only and for the sole use of the recipient. Save as specifically agreed in writing
by Rothschild & Co Wealth Management UK Limited, this document must not be copied, reproduced,
distributed or passed, in whole or part, to any other person. This document does not constitute a
personal recommendation or an offer or invitation to buy or sell securities or any other banking or
investment product. Nothing in this document constitutes legal, accounting or tax advice.

The value of investments, and the income from them, can go down as well as up, and you may not
recover the amount of your original investment. Past performance should not be taken as a guide
to future performance. Investing for return involves the acceptance of risk: performance aspirations
are not and cannot be guaranteed. Should you change your outlook concerning your investment
objectives and/or your risk and return tolerance(s), please contact your client adviser. Where an
investment involves exposure to a foreign currency, changes in rates of exchange may cause the
value of the investment, and the income from it, to go up or down. Income may be produced at the
expense of capital returns. Portfolio returns will be considered on a “total return” basis meaning
returns are derived from both capital appreciation or depreciation as reflected in the prices of your
portfolio’s investments and from income received from them by way of dividends and coupons.
Holdings in example or real discretionary portfolios shown herein are detailed for illustrative
purposes only and are subject to change without notice. As with the rest of this document, they must
not be considered as a solicitation or recommendation for separate investment.

Although the information and data herein are obtained from sources believed to be reliable,

no representation or warranty, expressed or implied, is or will be made and, save in the case of
fraud, no responsibility or liability is or will be accepted by Rothschild & Co Wealth Management

UK Limited as to or in relation to the fairness, accuracy or completeness of this document or the
information forming the basis of this document or for any reliance placed on this document by any
person whatsoever. In particular, no representation or warranty is given as to the achievement or
reasonableness of any future projections, targets, estimates or forecasts contained in this document.
Furthermore, all opinions and data used in this document are subject to change without prior notice.

Where data in this presentation are source: MSCI, we are required as a condition of usage to advise
you that: “Neither MSCI nor any other party involved in or related to compiling, computing or creating
the MSCI data makes any express or implied warranties or representations with respect to such data
(or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all
warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose
with respect to any of such data. Without limiting any of the foregoing, in no event shall MSCI, any

of its affiliates or any third party involved in or related to compiling, computing or creating the data
have any liability for any direct, indirect, special, punitive, consequential or any other damages
(including lost profits) even if notified of the possibility of such damages. No further distribution or
dissemination of the MSCI data is permitted without MSCI’s express written consent.”

This document is distributed in the UK by Rothschild & Co Wealth Management UK Limited and in
Switzerland by Rothschild & Co Bank AG. Law or other regulation may restrict the distribution of this
document in certain jurisdictions. Accordingly, recipients of this document should inform themselves
about and observe all applicable legal and regulatory requirements. For the avoidance of doubt, neither
this document nor any copy thereof may be sent to or taken into the United States or distributed in
the United States or to a US person. References in this document to Rothschild & Co are to any of the
various companies in the Rothschild & Co Continuation Holdings AG group operating/trading under
the name “Rothschild & Co” and not necessarily to any specific Rothschild & Co company. None of
the Rothschild & Co companies outside the UK are authorised under the UK Financial Services and
Markets Act 2000 and accordingly, in the event that services are provided by any of these companies,
the protections provided by the UK regulatory system for private customers will not apply, nor will
compensation be available under the UK Financial Services Compensation Scheme. If you have any
questions on this document, your portfolio or any elements of our services, please contact your
client adviser.

The Rothschild & Co group includes the following wealth management businesses (amongst others):
Rothschild & Co Wealth Management UK Limited. Registered in England No 04416252. Registered
office: New Court, St Swithin’s Lane, London, EC4N 8AL. Authorised and regulated by the Financial
Conduct Authority. Rothschild & Co Bank International Limited. Registered office: St Julian’s Court,

St Julian’s Avenue, St Peter Port, Guernsey, GY1 3BP. Licensed and regulated by the Guernsey
Financial Services Commission for the provision of Banking and Investment Services. Rothschild & Co
Bank AG. Registered office: Zollikerstrasse 181, 8034 Zurich, Switzerland. Authorised and regulated by
the Swiss Financial Market Supervisory Authority (FINMA).



