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Thank you for the opportunity to be with you!
Congratulations on your amazing missions and highly valued services.
Well, where do we begin?
An interesting Presidential election, with a myriad of financial, economic and other implications.
Relations with allies, world trade and supply chains at risk, a seemingly booming investment market in
some countries vs. pure economic collapse and extreme poverty in others.
Yes, it's been ten years since the U.S. and global financial crises. The U.S. economy has recently
returned to relatively robust growth - however, some familiar risks are creeping back, and new ones
have emerged.

Concerns over fiscal affairs for governments, organizations and entitlements and benefits for
individuals, and immigration policy is ever present. Illicit drug use affects on family, poverty and aging
all contribute to present and future concerns against strained resources.
Let’s have a look at some interesting developments both here in the U.S. and around the world and for
CBO’s.
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•

Trump Campaign
promise kept!

•

Trump signs EO to
withdraw from
TPP in 2017
(formality)
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•

On March 8, 2018 on the same day when President Trump announced steel
and aluminum tariffs, officials from several of the United States’ closest
allies were 5,000 miles away in Santiago, Chile preparing to sign the TPP
deal - which the U.S. had negotiated — and then walked away from.
– 25% tariff on steel
– 10% tariff on aluminum

•

The deal signed by Australia, Brunei, Canada, Chile, Japan, New Zealand,
Malaysia, Mexico, Peru, Singapore and Vietnam, symbolized a major win
for free traders abroad.

•

Trump withdrew from the giant Trans-Pacific Partnership deal, conceived as
an effort to counter China's influence.

•

A “trade war” was later initiated by the Trump Administration with China,
– Via import tariffs, quotas and sanctions
– To affect the relative trade position, balance of payments, and economic policy
and political relations
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• Questions to ponder …
– What are the real objectives?
– What are the desired or conventional results?
– Is it really unilateralism or nationalism disguised as ‘economics’?
– Economic disruption at the expense of isolationism?
– Is trade the new economic or nationalist weapon?
– Will it be good for the domestic economy & our partners?
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Trade & The Trade War: Defined & Some History

• How does a tariff work?
– An ad-valorem tariff is levied based on the item's value
– 10% of the car's value
– Governments may impose tariffs to raise revenue or to protect domestic
industries
✓

Particularly nascent ones from foreign competition

– They can hurt domestic consumers, since a lack of competition tends to
push up prices

• It is a tax on imports (sales tax) or exports.
• Money collected under a tariff is called a duty or customs duty.
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Trade & The Trade War: Defined & Some History

• The benefits of tariffs are uneven.
– Because a tariff is a tax, the government will see increased
revenue as imports enter the domestic market
– Domestic industries also benefit from a reduction in competition,
since import prices are artificially inflated
• Who pays tariffs importer or exporter?
– The people who pay tariffs are the people who buy the goods which tariffs
are imposed upon

– Putting a tariff upon goods moving from China to the United States
means that it is the people in the U.S., who are paying the tariff
A “trade war” is a side effect of protectionism that occurs when one country
(Country A) raises tariffs or quotas on another country (Country B), with
possible retaliation or other punitive or escalation measures.
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Trade & The Trade War: Some Perspective

•

The last major trade war occurred with the 1930 Smoot-Hawley Tariff. It increased 900
import tariffs by an average of 40 to 48 percent.

•

Purpose was to support U.S. farmers who had been ravaged by the Dust Bowl.

•

But it also raised food prices for Americans who were already suffering from the Great
Depression.

•

Other countries retaliated with their own tariffs. It forced global trade down by 65
percent, worsened the depression, and contributed to the start of World War II.

•

On March 8, 2018, President Trump announced a 25 percent tariff on steel imports and
a 10 percent tariff on aluminum.

•

Trump said, "Trade wars are good, and easy to win." But the markets disagreed. Stock
markets around the world (Ex – U.S.) tumbled in fear of a trade war between the
world's three largest economies.
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Trade & The Trade War: Some Perspective
•

The U.S. Congress is the only body authorized to impose tariffs.

•

However, Trump used a special power granted by Congress in 1962. It allows a president to
curb imports that threaten national security.

•

The Commerce Department reported that dependence on imported metals threatens the
U.S. ability to make weapons.

•

Aerospace Industry Council said Trump's tariffs would instead raise costs for the military and
exporters.

•

Eight countries have filed formal complaints with the World Trade Organization. Many of
these countries, like Canada, India, and the EU, are allies. They say Trump cannot justify the
tariffs on the basis of national security. The other five complainants are Mexico, Norway,
Switzerland, China, and Russia.

•

On July 24, Trump announced a $12 billion aid package to farmers caught in the tariff tug of
war.

•

While record-breaking, experts told us the package was unlikely to cover the full extent of
farmers’ costs.
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Trade & The Trade War: NAFTA – In Comparison (Mexico)

•

Labor:
–

New deal updates rules on intellectual property
rights and labor negotiations

–

A sunset clause: The agreement is written to last
for 16 years

–

Would allow the countries involved to revise or
modernize aspects of the deal every six years

–

The pact would continue for another 16 years after
it is revised

–

U.S. Trade Representative Robert Lighthizer

–

✓

Says l that the new agreement with Mexico “will lead to a
rebalancing” and generate more jobs for American and
Mexican workers.

✓

Feels NAFTA agreement that had gotten seriously out of
balance, which had led to large trade deficits

Until a new deal is signed, the other terms of
NAFTA - including the elements that allow U.S.
companies to operate tariff-free in Mexico and
Canada remain in place

Workers at a General Motors plant in the city of Silao, in the
state of Guanajuato, Mexico. File photo by Romero/Reuters
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Trade & The Trade War: NAFTA – Where’s Canada?

CANADA
•

Mexico hopes Canada could be incorporated in the deal
– Has “in-principle” agreement with Canada to make it a “trilateral-deal”

•

Concerns over dairy, autos and other commodities

•

Trump Administration threatening stiff auto tariffs
–

•

Perhaps to seek some concessions from Canada

Sticking points include:
–

U.S. proposing to sharply reduce Canada’s ability to bid on U.S. government contracts

–

U.S. also doesn’t want to include a provision from the original NAFTA deal, called Chapter
19
✓

Which created an independent review process for resolving disputes when one
country accuses another of subsidizing or “dumping” their goods
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Trade & The Trade War: NAFTA – Next?

• The White House submits a letter to Congress outlining the
trade deal with Mexico - with or without Canada.
• Congress has 90 days to review it, with a signing anticipated
for November.
• A senior Administration official told reporters that negotiations
with Canada would start / continue in September.
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•

The world's two largest economies, the US and China, are locked in a
worsening trade battle that could have unexpected side effects on the global
economy.

•

Initially, the US applied tariffs on goods imported from China worth $34bn
– Measure designed to tackle its trade deficit

•

Beijing has retaliated in kind, placing new charges on goods to the same
value.

•

About 800 Chinese products, from boilers to industrial robots and cars, will
have a 25% tariff imposed when imported into the US.

•

Similarly, China is placing 25% tariffs on a host of goods including crude oil
and soybeans.

•

So what can data tell us about the current trade conflict?
20
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Trade & The Trade War: China
•

Reversion back to the 1970s.

•

As part of “Make American
Great Again“ - plan is to
radically change how US
trade deals work and to focus
on protecting the domestic
economy.

•

In 1900, tariffs accounted for
about 30% of the total value
of US imports, as the country
was trying to restrict imports
and develop its young
industrial sector.

•

The new tariffs bring back a
level of American
protectionism that has not
been seen since 1970 when
the average charge stood at
6.5%.

•

Tariffs at an average 1.5% in
2016 were the lowest since
the US gained independence
in 1776.
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Trade & The Trade War: China - Closing the Trade Gap
•

With these new (protectionist)
policies, the main goal is to reduce
the flow of Chinese imports and
push American consumers to buy
domestically-made products.

•

The President believes this is the
best way to close the trade deficit
between the US and China.

•

A trade deficit is where a country's
imports exceed its exports.

•

The US trade deficit in goods with
China currently stands at about
$375bn.

•

It has increased sharply since
2001 when China joined the World
Trade Organization and started to
significantly improve its economic
position and relations worldwide.

✓
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Trade & The Trade War: China - Two Sides To Every Story & No Freebies

•

The US tariffs aim to cut
down the trade deficit.

•

Worried persist about how
China's retaliatory tariffs
will hit the US economy.

•

The US Chamber of
Commerce: some states
will have billions of dollars
worth of exports at risk.

•

US states such as
Louisiana export about
$5.7B of goods to China.

•

Several southern states,
many of which also backed
Trump in the election, also
risk being hit.

23
The Azimuth Group

Session
/ Themes
Where
AreOverview
We?
Session
The
WorldOverview
Stage & Themes

Trade & The Trade War: China – Volumes
•

Since March 2018,
reports and lists have
been being published,
and cancelled, by both
governments.

•

New tariffs are in the
pipeline on both sides.
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Trade & The Trade War: China – What’s on the “List”?
•

The lists of goods to be
hit by tariffs have been
updated several times
by both
administrations.

•

China is targeting
agriculture products
and mechanical parts
for the energy sector,
whereas the US is
aiming its tariffs at a
large number of
industrial products and
resources.
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Trade & The Trade War: China – What’s on the “List”? (June – WIP)

•

Hurricane Florence
rebuild

•

Estimated costs are
between $35B and
$50B.

•

If at $50B – would
be 7th most costly
event in U.S. history

•

Tariffs are forecast
to add is 25+
percent to the cost!
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•

Tariffed countries
are marketing
directly to States

•

In late
September,
China placed
multi-page ads in
local U.S.
newspapers

•

i.e. Des Moines,
IA – aimed at
agriculture
industry and
farmers!
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Trade & The Trade War: China – A Key Trading Partner

•

Trump's trade war could
potentially drag in products
from other American trade
partners, undermining
relations.

•

This also risks a chain
reaction as countries start
clamping down on partners,
which then retaliate.

•

Data from the US Census
Bureau show how the US
economy has been heavily
dependent on imports.

•

Since 1992, China has
played an extremely
important role in the US
trade
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Trade & The Trade War: China – Migration Risk

•

China has undergone its largest
internal migration ever.

•

During the past 30 – 40 years of
breakneck economic growth, China
has seen its population urbanize
rapidly.

•

Between 1990 and the end of 2015
the proportion of China’s population
living in urban areas jumped from 26
percent to 56 percent, and there are
currently estimated to be more than
200 million rural migrants working in
China’s biggest cities.

•

Citizens of all ages have flocked from
the outer provinces to factories and
industry in major population centers
seeking opportunity and better quality
of life.

•

Slower economic growth and trade
war will adversely impact employment

•

Need for major social services and
basic needs have arisen and will
continue to increase under this
scenario.

The Azimuth Group
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Trade & The Trade War: China - Migration Risk

•

Image illustrates major
migration and
population growth in
coastal and industrial
areas. (dark brown)

•

Some cities have seen
rapid expansion in
recent years, in part
because of a huge
increase in migration.

•

In light of the trade
war, there will be
tremendous pressure
on China’s central
government and
provinces and
incentive to maintain
and increase
employment levels.

•

This is a clear, strong
incentive for China to
seek resolution to
trade tensions.

The Azimuth Group
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Trade & The Trade War: China - New Reversal In Policy & Push Against Urban Migrants

•

For decades, China's laborers moved to cities.

•

Now they are being forced to return to their home (place of birth).

•

In a township of Beijing and in other major urban areas, are many of whom are
migrant laborers -- given just days to clear out before they shut off all electricity
and water.

•

An estimated 8M migrant workers in Beijing townships alone.

•

The streets and alleys of Beijing's southern fringes are strewn with rubble from
demolished buildings and piles of abandoned clothes and household items.

•

Migrants view it as unfair, after many years of work in the area . (inset)

•

Beijing's eviction of migrants, which started last month, and reports of heavyhanded tactics by authorities have sparked one of the biggest political
controversies ever in China.

•

Economic growth has slowed.
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China: Internal Challenge – Economic Growth Rate Is Slowing Growth

•

China’s growth
rate has slowed

•

Should it still be
defined as an
emerging
market country?

•

Trade war
impact
sanctions don’t
help.

•

Fortune is
mutually
inextricably
linked to the
U.S.

So, be careful what
you ask for!
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Trade & The Trade War: China - New Reversal In Policy & Push Against Urban Migrants

• Along with the capital Beijing, migrants are also being pushed out
of other large cities such as Shanghai and Guangzhou.
• In doing so, the government is reversing the flow of labor from the
countryside to cities that has marked the past four decades of (now
slowing) economic reforms and growth.
• With the evictions, curbside breakfast vendors, cobblers,
locksmiths and deliverymen have disappeared as their homes
have been razed.
• The government's grand plan is to cap Beijing's population at 23
million — roughly a million more than now — and move nonessential, labor-intensive industries such as manufacturing and
wholesaling out of the city.
• The trade war, and a fire recently in southern Beijing's Daxing
district that killed 19 people seems to have sped up the process. 33
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Trade & The Trade War: China - New Reversal In Policy & Push Against Urban Migrants

•

After that, the Beijing municipal government gave districts until the end of December 2018
to demolish illegal and unsafe housing. Shops, factories, warehouses and apartment
blocks used by migrants are also being targeted.

•

Even though they're Chinese, they're considered migrants because of the country's
household registration system, known as “Hukou”. Residency is determined by one's
birthplace.

•

Some lifelong Beijing residents, recent graduates and white-collar workers have also been
displaced.
–

Chinese educational laws also require students to sit their “gaokao” – post-high school exam – in
the province their hukou is registered to.

–

This adds another barrier to migrant children’s urban residency that wouldn’t exist if these children
were able to remain in the city for the duration of their gaokao preparations

•

Aware of possible “young brain drain” … and the need to better integrate rural
migrants into the cities, the government is already putting in place plans to give 100
million migrant workers urban hukou by the year 2020.

•

Softening the back-at-home landing for migrants - the hinterlands have started to get
factory jobs, high-speed rail and Internet access.
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Trade & The Trade War: Tensions with Turkey

•

Long-time U.S. and NATO Ally

•

Pastor Andrew Brunson has been held in Turkey for nearly two years over alleged
links to political groups. Outlawed Kurdistan Workers Party and the Gulenist
movement (alleged coup attempt).

•

Turkey has warned it will retaliate if the US imposes further sanctions over a
detained US pastor as the row between the two NATO allies intensifies.

•

In late August, a court rejected another appeal to free him.

•

Mr Erdogan, Turkish President is angry that the US has not taken more action
against the Gulenist movement and what he said was a failure "to unequivocally
condemn" the 2016 coup attempt.” The US has refused to extradite Fethullah
Gulen, who lives in Pennsylvania.

•

President Trump said the US was not going "to take it sitting down“ and imposed
tariffs.

•

Ankara retaliated and will boycott US electronic goods.
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Trade & The Trade War: Some Context -Bilateral Trade Volumes
•

2018
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The Trade War: Tensions with Turkey 10 yr. Long Term USD vs. TRY
•

Turkey's currency, the Lira,
has since plummeted.
Economy is reeling.

•

Major devaluation in last
three years
–

Export driven economy!

•

Tremendous impact since
2014 - coup, Syrian
conflict, migration and
military conflict costs.

•

Trade war brewing since
2017 .

•

Formalized around
1Q2018

•

Turkey has liaised with
World Trade Organization.

•

Trump Administration is
doubling down if Pastor is
not released.
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Trade & The Trade War: Turkey – 10 yr Stock Market Behavior
•

Run up with global
markets.

•

Then, impact of unrest,
Syrian conflict, and
new tariffs on Turkish
economy and
currency.

•

Sparking fears of a
global crisis or
contagion.
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Trade & The Trade War: Tensions with Turkey

•

In late August, the US doubled its tariffs on metal imports from Turkey.

•

Turkey responded by increasing tariffs on imports from the US including cars,
alcoholic drinks and leaf tobacco - and the lira recovered slightly.

•

Turkish President Recep Tayyip Erdogan has accused the US of trying to "bring
Turkey to its knees".

•

US support for Kurdish rebel groups fighting Islamic State fighters in northern Syria
is another major difficulty, given Turkey's battle against a Kurdish insurgency in its
own country.

•

Mr Erdogan earlier wrote in the New York Times that unless the US changed course,
Turkey would look for new friends and allies.

•

Russia's Foreign Minister Sergei Lavrov visited Ankara on Tuesday, branding the US
sanctions "illegitimate“ and vows to fill any void left by the U.S. and to assist Turkey.

•

So, trade actions looks effective …

.
The Azimuth Group

39

Session
/ Themes
Where
AreOverview
We?
Session
The
WorldOverview
Stage & Themes

Other U.S. and Multilateral Tensions & Issues

Trump Administration …
•

Pulls the plug on Paris Climate Accord.
–
–

May not meet limits needed to control temperature and emissions
Concerns on effect on climate, weather, health and well-being etc.

•

Supports and encourages BREXIT (Feb/Mar 2019).

•

Challenges the purpose and support of NATO
– Hints at no defense for Montenegro

•

Pulls out of the Iran Nuclear Deal.
– Implements further trade, banking and economic sanctions on Iran

•

Considering unilateral military action against Venezuela.
– Implements further trade, banking and economic sanctions on Iran
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Trade & The Trade War: ASEAN-led Regional Economic Partnership

• 10 nation
ASEAN
trading
block
• External
Partners
–
–
–
–
–

Australia
China
India
Japan
New
Zealand
– South
Korea
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Trade & The Trade War: ASEAN-led Regional Economic Partnership
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Trade & The Trade War: ASEAN-led Regional Economic Partnership

• ASEAN-led regional group link up to ink deal for 3rd largest trading
block in the world.
• Amid anxiety over a trade war …
– All 10 ASEAN nations and their 6 key partners agreed to redouble efforts
to conclude a region-wide trade pact by the end of 2018. (Sep 2018)

• The 16-country Regional Comprehensive Economic Partnership
(RCEP)
– Would be the world's largest free trade deal.

• All 10 ASEAN countries and 6 external partners acknowledge that a
multilateral, rules-based trading system with economic integration has
underpinned our progress and peace for the past 70 years
• Grave concern about recent U.S. actions …
– Will “double-down” on free and open multilateral trade

The Azimuth Group
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Trade & The Trade War: ASEAN-led Regional Economic Partnership

• Will strengthen the web of interconnections and interdependence of
trade and economies.
– Including the “digital economy”
– Will show “political and economic will” given the anxiety over trade wars
– No protectionism
– No tit-for-tat tariffs

• Ministers felt ASEAN must “find right balance to weather this grave
period in world history”.
.

• ASEAN is transitioning into a new age.
– Where there will be a rising middle class
– Where ASEAN will be a consumer in its own right
.
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Trade & The Trade War: ASEAN-led Regional Economic Partnership

• The Group also agreed on:
– Emerging issues like cyber-security
– Calls for the complete, verifiable and irreversible denuclearization of
North Korea (peaceful way)
– Efforts to defuse tensions in the South China Sea
✓

ASEAN and China had agreed on a single text to negotiate the Code of
Conduct (COC), which will form the basis for future negotiations

– Efforts need to be made for refugees to return to Rakhine State in
Myanmar

• Singapore: Trade wars - or any unilateral sanctions - will have a
disproportionate impact on Singapore
– Global trade is three times (3x) its GDP
•

Note: First occasion where trade topped national security and military concerns!
46
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Trade & The Trade War: Some Conventional Considerations

• Import tariffs or “sales taxes” generally don’t make the imposing
country richer.
• To say that the exporter will feel more pain – doesn’t negate the truth
– the U.S. will also be hurt.

• If good mutual deals are not struck – particular segments like steel or
allied products and agriculture, amongst others – will feel the sting of
retaliation …
• … so will U.S. companies based overseas
– i.e. Buicks, Apple or Starbucks products?

• Even strategy, prospects and pipelines are affected --- including
suppliers and financiers
47
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Trade & The Trade War: Some Conventional Considerations

• Look at Smoot-Hawley for some (even limited) perspective.
– A crippling of the global trade and financial system

• Since the end of WWII much of the world has been gradually reducing
tariffs and trade barriers.
• Every country has its CA’s and economic and political constituencies.
– I.e. US unwillingness for Canada to export softwood lumber and other
forest products to the U.S.

• All countries should consider honor over a bad a deal, and should
fight trade abuses.
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Trade & The Trade War: Some Conventional Considerations

• The US is toying with post WWII alliance which have led to the
longest period with a world war – led to somewhat global prosperity.
• On the other hand, maybe some unconventional means are required
for unchartered waters?

• An escalating trade war may thwart or abort the U.S. recovery, while
acting multilaterally may produce more optimal benefits and more
quickly.
• The global systems don’t need a free-trade utopia – just a reasonable
one.
• Walmart, Kohl’s, Target and other retailers and companies have
begun information campaigns to educate consumers about tariffs and
upcoming price increases or supply-chain disruptions.
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IMMIGRATION / MIGRATION
&
POPULATION
PATTERNS
A global consideration, shared by all …
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Turkey: Exacerbated by Forced Migration / Opportunities
•

Economic problems
exacerbated by forced
Syrian migrant
displacement on it’s
border

•

As of mid-2018, Turkey
hosts over 3M+
registered refugees.

•

About 30% live in 22
government-run camps
near the Syrian border.

•

Turkey is home to the
highest number of
Syrian refugees and
has provided over
$8,000,000,000 in aid.

Image Source:
Government of Turkey & UNHCR
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Turkey’s Economic Situation: Exacerbated by Forced Migration / Opportunities

•

Core refugee
camps designed to
only house around
200,000 - 400,000.

•

Similar scenarios in
multiple other
countries and
regions of the world.

•

Gives rise to
opportunities for
practical and
socially responsible
investing.
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Trade & The Trade War: Migration – Broader Context
•

Map also shows how patterns of
migration are changing.

•

Some areas have seen increased
migration in recent years. Sao
Paulo in Brazil.

•

Moscow, Russia and Cape Town,
South Africa are all cited as cities
with a growing international
population.

•

Other areas have become both an
origin, as well as a destination for
migration.

•

For instance, while Nigerians head
into China, many Chinese are
heading to the Middle East and
Africa.

•

Some cities, such as those in
China, have seen rapid expansion
in recent years, in part because of a
huge increase in migration.

•

Many countries are placing limits,
controls on immigration levels and
types and are implementing new
policies. Displacement concerns.

The Azimuth Group
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Population: Where Are Migrants Moving To?
•

The numbers of migrants are
growing. From 2000 to 2015
annual migration growth was
2.4%. This was double the annual
population growth of 1.2%.

•

Nearly one in five (19%) of the
world's total migrants went to live
in the United States.

•

Germany and Russia together
took in one in 10 (9.7%).

•

However, when you look at the
number of migrants as a
proportion of the population,
countries in the Middle East far
outstrip any other.

•

Over 80% of the population in the
United Arab Emirates is foreignborn.

The Azimuth Group
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Compelling Matters – Population Patterns & Developments

•

Current world population = +/- 7.3 billion people.

•

Expected to reach +/- 8.5 billion by 2030.
– 9.7 billion in 2050
– 11.2 billion in 2100

•

Demographic changes likely to unfold, present challenges and
opportunities for achieving sustainable development.

•

Most of the projected increase in the world’s population can be attributed
to a short list of high-fertility countries:
– Mainly Africa, or countries with already large populations
– During 2015-2050, half of the world’s population growth is expected to be
concentrated in only nine countries
✓

India, Nigeria, Pakistan, Democratic Republic of the Congo, Ethiopia, United
Republic of Tanzania, United States of America (USA), Indonesia and Uganda

(Listed according to the size of their contribution to the total growth)
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Compelling Matters – Population Patterns & Developments
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•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Bicycles, self or semi-self propelled vehicles
Defense and arms products
Massive increase in survivalist products
Secure bunkers
Security solutions and private forces (home, personal, corporate)
Educational and language programs
Environmental sustainability
Advanced and bio-degradable materials / alternatives to plastic (i.e. the plastic straw)
Water conservation, remediation, filtration, de-salination
Sanitation systems
Medical and health care supplies
Pop-up shelters for schools and community buildings
Educational and language programs and tools (integration)
Education enrollment, management and administrative systems
Wireless access and low-cost phones and devices
Alternative to wireless access
Telecommunication equipment
Low-cost mobile phones
Microfinance
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•
•
•
•

Mobile banking and payments solutions
VPN and secure internet connection solutions
Cyber-defense solutions
Alternative solar, water, wind power systems
– Tied into battery

•
•
•
•
•
•
•
•
•
•
•
•

Drought, crop and seed management
Technology and programs to reduce carbon footprint
Pollution and air quality control
U.S. - $500M
Disaster cleanup / mold, water & fire remediation
Flood control / land reclamation … Case: Holland
has been allocated
Clothing and attire
to address flooding!
Ready-to-eat food (RTE) solutions
Malnutrition supplies, programs and systems
Medicines, vaccines, and health care products
Health care management and administrative systems
Biometric authentication systems and solutions (i.e. facial recognition)
Mental health and grief management treatment systems and programs
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•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Affordable, modular, housing and apartment building solutions
Senior care communities and wide ranging products and services
Home and building restoration services
Building materials
Waterproofing technologies
Dam and reservoir construction and remediation / hardening
Fire retardants
Fire fighting trucks, equipment / High-water vehicles and floating transport
Triage equipped emergency response vehicles
Basic medical provisions for war-torn and famine areas
Low-cost vaccination programs / malaria treatment and eradication
Cutting-edge medical solutions to pandemics, malaria an other diseases
Overdose life-saving equipment
Crop development, food processing and distribution
Customized container solutions
– A growing sector
60

The Azimuth Group

Session Overview / Themes
Session Overview & Themes

•
•
•
•
•

Light Rail and Fast Rail / Safety gear
Bicycles and ride-sharing systems
Alternative low-carbon footprint vehicles
Battery technology solutions
Electric vehicles
–

•

Tesla, BMW, Mercedes. New Entrants

Autonomous Vehicles
–

Google, Apple, Domino’s Pizza, (Uber is out! )

•
•
•
•
•
•

Intelligent software for transportation and vehicles
Internet of Things solutions … all about “ecosystems”
Apps (which can be monetized)
Logistics and supply-chain management
Shipping solutions
Artificial Intelligence

•

Socially responsible investing (SRI), or social investment, also known as sustainable,
socially conscious, "green" or ethical investing, micro-finance

= WORLD TRADE!
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WHAT SAYETH
THE
GLOBAL MARKETS?
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Trade & The Trade War: Emerging Markets & MSCI EM Index
•
•
•
•
•

The index is a free-float market capitalization index that is designed to measure equity market
performance of emerging markets.
It is maintained by MSCI Inc., formerly Morgan Stanley Capital International
Used as a common benchmark for 'world' or 'global' stock funds intended to represent a broad
cross-section of global markets.
The index includes a collection of stocks of all the developed markets in the world, as defined by
MSCI.
Its indexes are tracked by thousands of fund managers and are used as benchmarks to
measure the performance of portfolios.

63
The Azimuth Group

Session
/ Themes
Where
AreOverview
We?
Session
The
WorldOverview
Stage & Themes

Trade & The Trade War: Emerging Markets
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Trade & The Trade War: Emerging Markets MSCI Emerging Market Index
•
•
•
•
•

The index is a free-float market capitalization index that is designed to measure equity market
performance of emerging markets.
It is maintained by MSCI Inc., formerly Morgan Stanley Capital International
Used as a common benchmark for 'world' or 'global' stock funds intended to represent a broad
cross-section of global markets.
The index includes a collection of stocks of all the developed markets in the world, as defined by
MSCI.
Its indexes are tracked by thousands of fund managers and are used as benchmarks to
measure the performance of portfolios.
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China: Still an Emerging Market Country?

•

China has been considered an emerging market for over 25 years due to its rapid
reform process.

•

Enormous growth through the 1970s - 2000s.

•

Generally speaking, emerging markets are defined as:
–
–
–
–

•

Unfortunately, if one takes a close look at growth levels and reform factors, China has
shed some of the key characteristics of an emerging market
–
–
–

•

Developing countries moving toward an open market economy
Above-par growth rates
Political/Economy which is (reasonably) reforming or stable
Other factors

Due to a sharp slowdown in the reform process
An increasingly state-centered economy
Lower levels of true growth.

Need - less reform, more state.
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Trade & The Trade War: MSCI – China Stock Market Index
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China: Still an Emerging Market Country?

•

Suffering from a major economic slowdown that has no end in sight.

•

One major reason for slowing growth is that market forces have been
quashed by a a buildup in the state sector
– And mounting economic and financial risks that would result in economic
collapse if the reform process is restarted.

•

Under President Xi Jinping, China's economic policy has shifted toward
enhancing the organization and financial sources of state owned enterprises
– And away from liberalizing the currency and financial sector.

•

China’s growth rate is slowing, for sure:
– But the official statistics overstate real growth
– Growth was at 6.9% in 2017
– However, this figure is meaningless if one takes into account the level of
state control that makes it possible to achieve this growth
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China: Internal Challenge – Eeonomic Growth Rate Is Slowing Growth

•

China’s growth
rate has
slowed

•

Should it still
be defined as
an emerging
market
country?

•

Fortune is
mutually
inextricably
linked to the
U.S.
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China: Still an Emerging Market Country?

•

Alternative growth estimates show that growth is probably lower than what is stated at
the national level.

•

The real growth in China's underlying economy, in other words, is probably half the
posted GDP growth number or less.

•

If China maintains its current policy trajectory of state control and slowing growth, it's
likely to lose its true emerging market status.

•

Growing over 3% or greater consistently, as in the past may be a challenge.

•

May get some lift from the “Silk Road” strategy.

This is not necessarily a desirable result or outcome from any trade war or
protectionism strategy!

70
The Azimuth Group

Session
/ Themes
Where
AreOverview
We?

Session
Overview
& Themes
The U.S.A
and Global
Finance & Economy
World Trade Volumes - Perspective of WTO

•

•

•

•

•

Historically, the volume
of world merchandise
trade has tended to
grow about 1.5 times
faster than world output
Although in the 1990s it
grew more than twice
as fast.
However, since the
financial crisis, the ratio
of trade growth to GDP
growth has fallen to
around 1:1.
Last year marked the
first time since 2001
that this ratio has
dropped below 1, to a
ratio of 0.6:1
The ratio is expected to
partly recover in 2017,
but it remains a cause
for concern.
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WHAT SAYETH
THE
DOMESTIC MARKETS?
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Outlook & Macroeconomics – Gross Domestic Product (GDP @ YE 2017)
•

GDP refers to the total
market value of all goods
and services that are
produced within a country
per year.

•

The Gross Domestic Product
(GDP) in the United States
was worth 19390.60 billion
US dollars in 2017.

•

The GDP value of the
United States represents
31.28 percent of the world
economy.

•

GDP in the United States
averaged 6991.52 USD
Billion from 1960 until 2017.
Reached an all time high of
19390.60 USD Billion in
2017

•

•

At a record low of 543.30
USD Billion in 1960.

The Azimuth Group
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Outlook & Macroeconomics – Gross Domestic Product (GDP Forecast to 2021)

•

It is an important indicator of
the economic strength of a
country.

•

Real GDP is adjusted for
price changes and is
therefore regarded as a key
indicator for economic
growth.

•

In 2017, the growth of the
real gross domestic product
in the United States was
around 2.27 percent
compared to the previous
year.

•

Note a projected slowing –
concerns: heady growth,
slow global growth, rate
rise, tax reform vs. deficit /
trade war, labor pool.
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Outlook & Macroeconomics – Gross Domestic Product (2017 Standard and by PPP)

•

It is an important
indicator of the
economic strength of a
country, and the value
of goods and services it
produces, less some
adjustments.

•

The chart indicates that
based on market value
the U.S. in the largest
economy .

•

However on a
Purchasing Power
Parity basis – it
suggests China is the
largest economy.
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•

August 8, 2017 the Dow
snapped an ultra-rare streak
of wins.

•

Climbed for 10 straight days,
through for its second
winning streak of 10 days or
longer in 2017 (after its 12day win streak in February).

•

Means that 2017 already
marked the first year in which
the Dow has had two winning
streaks of 10 sessions or
longer since 1959.

•

New highs have since been
reached in 2018.

•

So, take care!
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Current - S&P 500
•

Longest such streak in 59
years.

•

Going back to 1928, the S&P
has only seen four prior
streaks in which the index
avoided posting a monthly
drop of more than 0.1
percent in 11 or more straight
months

•

The most recent run was the
longest ever, stretching from
March 1958 to May 1959,
before being broken with a
0.4 percent June decline.
In a sense, the recent streak
is emblematic of a markedly
restrained level of stock
market volatility (VIX)

•

Current
@ 9/24
2,918

79
The Azimuth Group

Session
/ Themes
Where
AreOverview
We?

Session
Overview
& Themes
The U.S.A
and Global
Finance & Economy
Outlook & Macroeconomics – Current 10 Yr Treasury
•

Finally seeing some
expected AND announced
rate increase.

•

Will raise cost of U.S. debt
service.

•

May attract some overseas
capital due to higher yields.

Current
@ 9/24
3.07
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Outlook & Macroeconomics – Current 1 yr Treasury Bill

Current
@ 9/24
2.25
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Outlook & Macroeconomics – Volatility / the Flip Side of the VIX Index
•
•
•
•
•
•

Source: CBOE

But there's a flip side …
A low VIX may not actually be signaling investor calm as it did in the early 1990s.
Last time the VIX got close to these lows was in early 2007.
investors were coasting on strong stock market returns and became ultra-complacent just before the global financial
panic and two-year bear market.
If investors nonchalantly take the market's current risks for granted, they may be overexposed to stocks -- suggesting
they might overreact and panic once the market starts to show real signs of weakness.
There is worry that the relationship between decreasing volatility and increased purchases could morph from a
virtuous cycle to self-fulfilling frenzy, and vicious volatility induced sell-off
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Outlook & Macroeconomics – Current Volatility / VIX Index

Current
@ 9/24
12.63

Tax Reform & Trade War
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Concerns Over Global Policy Uncertainty – Components

•

Metric designed to measure policy-related economic uncertainty, Constructed
an index from three types of underlying components
– Quantifies newspaper coverage of policy-related economic uncertainty
– Reflects the number of federal tax code provisions set to expire in future years
– Uses disagreement among economic forecasters as a proxy for uncertainty

•

First component is an index of search results from 10 large newspapers.
– USA Today, the Miami Herald, the Chicago Tribune, the Washington Post, the Los
Angeles Times, the Boston Globe, the San Francisco Chronicle, the Dallas Morning
News, the New York Times, and the Wall Street Journal
– From those papers a normalized index is constructed of the volume of news articles
discussing economic policy uncertainty
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Concerns Over Global Policy Uncertainty – Components

•

Second component draws reports by the Congressional Budget Office
(CBO) that compile lists of temporary federal tax code provisions.
– An annual dollar-weighted numbers of tax code provisions scheduled to
expire over the next 10 years – provides a measure of the level of
uncertainty regarding the path that the federal tax code will take in the
future.

•

Third component draws on the Federal Reserve Bank of Philadelphia's
Survey of Professional Forecasters. Here, the dispersion between
individual forecasters' predictions about future levels of the Consumer
Price Index, Federal Expenditures, and other measures.
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Concerns Over Global Policy Uncertainty

•

As measured by the
index, found that
current levels of
economic policy
uncertainty are at
extremely elevated
levels compared to
recent history.

•

Since 2008, economic
policy uncertainty has
averaged about twice
the level of the
previous 23 years.

Current
@ 8/1
204
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World Trade Volumes – Primary Commodity Prices
•

Commodity prices and exchange
rates played a large role in the
disappointing trade performance of
2016.

•

Plunging prices for oil and metals
since mid-2014 deprived resource
exporting regions of revenue to
purchase imports.

•

Prices have stabilized with a partial
recovery, but a return to price
levels of a few years ago is unlikely
as long as oil inventories remain
high and the US dollar remains
strong

•

Commodity price declines have
distributional impacts across
countries, helping net importers
and harming net exporters, so their
impact is ambiguous in principle.

•

In practice, however, the price slide
since 2014 appears to have had a
large negative impact on oil
producing countries without a
corresponding positive impact in
importing countries.
The Azimuth Group
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Primary Commodity Prices: Rising since mid-2017 / Is Trade War “Baked In” ?
•

•

•
•

•

•

•

The S&P GSCI (formerly the
Goldman Sachs Commodity
Index).
Serves as a benchmark for
investment in the commodity
markets.
Is a measure of commodity
performance over time.
Is the first major investable
commodity index, and one of the
most widely recognized
benchmarks.
Broad-based and production
weighted to represent the global
commodity market beta.
The index is designed to be
investable by including the most
liquid commodity futures.
Provides diversification with low
correlations to other asset
classes.

The Azimuth Group
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Correlation of Crude Oil and Retail Fuel Prices - US (as of August 1, 2018)
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Correlation of Crude Oil and Retail Fuel Prices - US (as of August 1, 2018)
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Correlation of Crude Oil and Retail Fuel Prices - US (as of August 1, 2018)
Chart compares
•

The daily price performance
of West Texas Interim.
(WTI) or Nymex Crude

Vs.

•

Regular gasoline prices,
U.S. Gulf Coast over the last
10 years.

•

Price Inflation?

•

Overheating?

9/24 Oil goes over
$80/bbl, highest
since 2014.
Producers plan to go
higher!
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Purchasing Managers Index & U.S. Factory Activity
•

Institute for Supply
Management’s Manufacturing
PMI in the US jumped to 61.3 in
August of 2018 from 58.1 in the
previous month.

•

Exceeds market expectations of
57.7

•

Reading pointed to the highest
expansion in factory activity
since May of 2004

•

Faster increases in new orders,
production, employment and
inventories and lower
inflationary pressures.

•

However, manufacturers remain
overwhelmingly concerned
about tariff-related activity,
including how reciprocal tariffs
will impact company revenue
and current manufacturing
locations.

The Azimuth Group

$1.5T Tax Bill
Signed 12/2017

1st Round
of Tariffs
3/2018

However, any concerns this year due to trade
uncertainty may be - and likely are – being offset by
increased investment because of the tax cuts and
reform.
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Outlook & Macroeconomics –Unemployment at Record Low & Wage Growth Inching Up
•

Unemployment rate:
–
–

•

August 3.8%
Record low since 2000

Employers continue to find lots of
reasons to expand their payrolls.
–

–
–

Current view is that the labor pool
needs to re-enter the market
Lots of competition to attract workers
“Perks” are plentiful and creative!

•

With more entrants yet to enter the
labor market, it may take more time
for wages to track higher which should
keep labor costs and inflationary
pressures contained in the near term

•

In the last 60 years, there has been
only one sustained period where
unemployment stayed below 4
percent: (the late 1960s)
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Outlook & Macroeconomics –Unemployment at Record Low & Wage Growth Inching Up
•

Labor is still a wild card or an
opportunity for U.S. economy.

•

Unemployment is low, despite lower
participation rate.

•

Hence, disenfranchised, strategically
unemployed and other “off the radar
workers are back in the labor pool.

•

However, employer hiring should
support the participation rate (PR).

•

Employers could unlock a massive pool
of untapped labor if they can pull
currently disenfranchised or off-radar
workers back into the work force.

•

If so, the job market isn’t as tight as the
current 4 percent unemployment rate
would suggest.

•

Thus, the still-slow, cautious wage
growth seems to makes sense..

The Azimuth Group
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Outlook & Macroeconomics – Labor Force Participation Rate
•

The labor force is the sum of
employed and unemployed
persons.

•

The labor force participation
rate (PR) is the labor force as a
percent of the civilian noninstitutional population.

•

When the jobless rate hit these
levels right before the dot-com
bubble burst, the labor-force
participation rate was
significantly higher than it is
today.
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Outlook & Macroeconomics – Labor Force Participation Rate (Some Perspective)
•

The share of the U.S. population that’s
working or looking for a job peaked
around the year 2000.

•

It then fell sharply during the 20072009 recession

•

Was concern that decline would
continue for demographic reasons.
(aging pop / boomers)

•

Instead, the headline participation rate
has stabilized and the prime-age rate,
representing workers age 25 to 54, has
increased.

•

Advanced economies including the
U.S. are aging, which could put
pressure on headline participation
rates. .

Calls into question whether that’s a set-in-stone reality or a trend poised to reverse

The Azimuth Group
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Outlook & Macroeconomics – Labor Force Participation Rate (U.S. Lags Peers)
•

The US lags other advanced economies in
labor force participation (PR) by this metric.

•

OECD: Headline U.S. PR rate stood at 73.3
percent in 2017. The U.K. -- which has
similar tertiary education rates and median
population age -- had a rate of 78.5 percent.

•

Quick Calc: If the headline U.S. figure
matched the U.K.’s, 11.4 million more
Americans would be working or looking for
jobs. Roughly the population of Belgium.

•

Advanced economies including the U.S. are
aging, which could put pressure on headline
participation rates.

•

Workers become more likely to drop out as
they grow older. But the U.S. also lags its
peers in prime-age participation -- and that’s
where it’s making a real recovery.
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So, have the US Markets
shrugged off the election
outcomes, domestic fiscal
and entitlement issues and
developments?
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So, it’s been 10 years
since the last economic
blowout … what’s next?
100
The Azimuth Group

Session
/ Themes
Where
AreOverview
We?

Session
Overview
& Themes
The U.S.A
and Global
Finance & Economy
Outlook & Macroeconomics – Volatility / the VIX Index

Source: CBOE
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•

National health spending is projected to grow 5.5 percent per year on
average for 2017-26 and to reach $5.7 trillion by 2026.

•

Health spending is projected to grow 1.0 percentage point faster than Gross
Domestic Product (GDP) per year over 2017-26 period.

•

Health share of GDP expected to rise: 17.9 percent in 2016 to 19.7 percent
by 2026.

•

Projected national health spending and enrollment growth over the next
decade is largely driven by fundamental economic and demographic factors.

•

Federal, state and local governments are projected to sponsor 47 percent of
national health spending by 2026 (from 45 percent in 2016).
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•

The health and human services industry is projected to increase its share of total wage
and salary employment to 14.5% by 2024.
–

Up from 12.8% in 2014 and 10.8% in 2004

•

Percent change in employment wage and salary workers in health and human services
is projected to increase 21% by 2022.

•

Outpatient mental health and substance abuse centers employment will see a 32%
growth nationally.

•

Residential mental health and substance abuse facilities will grow by 39.5% by 2022.

•

Residential intellectual and developmentally disabled facilities will increase by 23.2%
by 2022.

•

Facilities serving the elderly will increase by 18.3% by 2022.

•

Home healthcare services for elderly and disabled will increase by 60.2% by 2022.
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•

The NHE Projections for 2017-26 were developed using actuarial and
econometric modeling techniques to project spending by type of
service/good, payer, and sponsor

•

These projections are consistent with current-law
– Medicare projections and economic assumptions consistent with the 2017
Medicare Trustees Report

•

Tax Cuts and Jobs Act repeal of individual mandate reflected in projections

•

Health tax provisions from CR passed January 22, 2018 reflected in
projections

•

These projections do not assume potential legislative changes over the
projection period
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The generic dispensing rate is anticipated to level off, pushing average prescription drug prices up
more rapidly. Faster projected income growth for 2014 through 2016 and the prescribing of drugs
earlier in the treatment process as the population ages drive projected faster utilization.
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•

The ACA barely survived 2017.

•

2017 Legislation which was passed dealt a blow -- did fully repeal the Act

•

About 8.8 million people have signed up for 2018 coverage through HealthCare.gov

•

Only a modest decline from the previous year despite a 90 percent cut in advertising by the Trump
Administration -- and an enrollment period that was half as long.

•

Insurer profits improved mildly -- suggesting companies may have learned to price plans better.

•

Millions more continue to get care through the law’s Medicaid expansion.

•

However, the law's insurance exchanges are also fragile and may face big changes in the coming
years.
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•

Medicaid—a federal/state partnership with
shared authority and financing—is a health
insurance program for low-income individuals,
children, their parents, the elderly and people
with disabilities.

•

Pays health care for more than 74.5 million
people nationally. Although participation is
optional, all 50 states participate in the Medicaid
program.

•

However, eligibility for Medicaid benefits varies
widely among the states.

•

All states must meet federal minimum
requirements, but they have options for
expanding Medicaid beyond the minimum federal
guidelines

•

States are considering the costs and benefits of
expansion, and whether or not to pursue
expansion through innovative Section 1115
waivers.

•

Recent News: Virginia’s Senate voted May 30,
2018, in favor of a state budget that expands
Medicaid. The House of Delegates affirmed its
previous support and the bill was signed by
Governor Ralph Northam on June 11, 2018.
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• Some states are struggling to attract insurers.
• The individual insurance market is one big question mark right now.
• Trump Administration may be pursuing new or other regulations that could
undermine the ACA plans with cut-rate alternatives.
• While they fell short of full repeal, Republicans did manage to make a major change
to ACA by passing a tax bill that eliminates the individual mandate, a penalty for
people who go without insurance that was created by the Affordable Care Act.
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•

At the time it was passed, the
mandate was considered a critical
part of the law's protections for
people with preexisting conditions.

•

Goal was to push more young and
healthy customers into the system
to offset the cost of sicker patients
insurers would now have to take
on.

•

Without the mandate, the
Congressional Budget Office
estimates that 4 million more
people will go without insurance in
2019 and 13 million after a decade

•

While insurance premiums could
shoot up +/- 10 percent annually.
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Patterns and Trends – Some Considerations

•

Access to the best talent in the labor pool.

•

Competitiveness of Pay.
– Organizations piece together budgets and depend on grants and other funding
sources that may not be as stable year over year.
– Staff aren’t paid what they are worth (teachers know what we’re talking about here)
and
– Organizations struggle with salaries (possibly one of the most expensive budget
item).

•

Compassion fatigue / burnout / emotionally draining work.
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•

Workload.
– Caseloads may rise / possibly “do more with same resources”

•

Scope of practice.
– Are HHS volunteers, staff professionals and management responsible for more
than ever?
– Particularly with a shift to “whole person” health management?

– Does it mean that one has to know (much) more in terms of assessment and
screening, interventions
– What are the best practices and coordination of care with other service providers?
Is more education or training required?
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•

Technology & Digital Transformation
– There will be an increasing use of technology in every-day tasks
– Aims: Improved efficiency, effectives, and to elevate quality of care provided
– I.e. health apps, telemedicine and other risk management tools to help us better
monitor client status, provide services, and predict crises or health challenges
– Are line and staff prepared to adopt new methods?
– Is the organizations digital structure in place to complement this?
– Availability of funding sources, project management and other resources
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•

Employment in the
fastest growing
occupations

•

Projected to increase
at a rate that is at
least triple that for all
occupations.
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•

Together, the 20
occupations in
the chart are
expected to add
about 4.9 million
jobs.

•

That’s more than
40 percent of the
11.5 million total
new jobs
projected for all
occupations.
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•

The occupations in the
chart are all expected
to provide well over
100,000 openings per
year for workers
entering the occupation.

•

Most of these
occupational openings
come from the need to
replace workers who
retire or separate for
other reasons, rather
than from the need to fill
newly created jobs.
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•

Most Job Losses

•

Occupations
related to office
support dominate
the list of projected
job losses over the
decade, as
workers
increasingly do
administrative
tasks themselves

•

Rise of AI? .

•

Does not seem to
be HHS related!
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•

Most new jobs –
Doctoral, Masters, JD,
etc.
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•

Most new Jobs –
Bachelor’s Degree
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•

Most new jobs – High School
Diploma

•

This category indicates completion
of a high school diploma or
equivalent, such as the General
Education Development (GED)
credential.

•

Some of the occupations that
typically require a high school
diploma to enter.

•

Are projected to add the most jobs
and had median annual wages
that were higher than the median
annual wage for all workers
categories
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•

The prevalence of substance use disorders is highest across Eastern Europe and the
United States, occurring in 5-6 percent of the population.

•

This means around 1 in 20 suffers from substance dependency. Across Western and
Central Europe, the Americas and Oceania,

•

This prevalence typically ranges from 2-5 percent. across Africa, the Middle East

•

In Asia this prevalence is typically lower at 1-2 percent.

•

Gender differences. In every country the prevalence is greater in men than women.

•

Estimated that globally, around 164 million people had an alcohol or drug use disorder
in 2016.

•

The number with a substance use disorder differentiated by gender - globally around
68 percent (111 million) of those with a substance use disorder were male.
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•

Access to the best
talent in the labor
pool
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•

Access to
the best
talent in the
labor pool
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•
•

•

•
•

•

•

Trending up
The annual ageadjusted suicide rate is
13.42 per 100,000
individuals.
Men die by suicide
3.53x more often than
women.
On average, there are
123 suicides per day.
White males
accounted for 7 of 10
suicides in 2016.
Firearms account for
51% of all suicides in
2016.
The rate of suicide is
highest in middle age
— white men in
particular.
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•

•

•
•

•

•

The annual ageadjusted suicide rate is
13.42 per 100,000
individuals.
Men die by suicide
3.53x more often than
women.
On average, there are
123 suicides per day.
White males
accounted for 7 of 10
suicides in 2016.
Firearms account for
51% of all suicides in
2016.
The rate of suicide is
highest in middle age
— white men in
particular.
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•

With year-end 2016 as the base, the number of children in foster care has
trended up for some time.

•

The number of children in foster care increased 2.3% through 2016 to
437,465 - a figure that has risen every year since 2012.

•

Of the 273,539 children who entered foster care that year
– Just under 47% were Caucasian
– 21% were African American
– 20% were Hispanic

•

Number of Caucasian children entering care rose by 4% since 2015, while
the number of African-American children entering care fell by 4%.

•

The median age of children entering care this year was 6.3 years old.

•
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•

The Opioid crisis is continuing to affect foster care.

•

In 2016, 92,107 children were removed from their home due to parental
drug abuse, a 7% growth over last year.

•

166,679 children - 61% of those entering care—were placed in foster care
due to neglect, which often is exacerbated by parental drug use.

•

Neglect and child drug abuse cases have both grown by 3% in 2016.

•

Many state officials say the surge of children entering foster care is a direct
result of the ever-increasing drug epidemic.

•

Among the states with the biggest one-year increases in their foster care
population were Indiana, Georgia, and Minnesota.
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•

Each of these states has reported extensive substance abuse problems that
have continued to climb in the past few years.

•

Indiana reported serving 29,315 children in its foster care system in FY2016 18% more than the previous year, which was the highest growth by percentage
in the country.

•

New federal laws and subsequent state laws require that hospitals notify child
protective services of any infants affected by prenatal substance exposure,
which may have contributed to the 4% increase in infants (less than a year old)
entering care. In 2016, infants comprised 18% of all children entering foster
care.

•

Many states are struggling to keep up with the recent influx of children into the
state system, issuing pleas for more foster families and a bigger budget to help
with the larger caseloads.

•

In some states, like Ohio where almost 14,000 children are in care, case
workers are even having a difficult time placing children with relatives, as many
of the adults in the child’s extended family are drug users.
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•

Various reports do not specifically detail which type(s) of drugs lead to a
child’s removal from their home, but investigative reports by NPR, The New
York Times, and NBC News link the rise in foster care cases to our nation's
opioid epidemic.

•

The White House and six individual states have declared a state of
emergency over the crisis, with an estimated 11.5 million Americans
misusing prescription opioids in 2016

•

While many states are taking active approaches to combat the opioid
epidemic, more families are needed immediately to help with the influx of
children.
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A look at how the opioid crisis
has affected people with
employer coverage,
Uses claims data from large
employers to examine how the
opioid crisis has affected
people with large employer
coverage, including employees
and their dependents.
The analysis is based on a
sample of health benefit claims
from the Truven MarketScan
Commercial Claims and
Encounters Database, which
was used to calculate the
amounts paid by insurance
and out-of-pocket on
prescription drugs from 2004
to 2016.
A sample of between 1.2 and
19.8 million enrollees per year
to analyze the change from
2004 to 2016 in opioid-related
spending and utilization.
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•

Despite several discouraging trends, there was some hope.

•

3,652 more children were adopted out of foster care than the previous year,
bringing the total number of adopted children to 57,208 in 2016.

•

Adoptions had grown by 13% over the 2015 & 2016 periods.

•

For the many children whose parental rights have been terminated and
were awaiting a family, some positive news:
– Most of that increase is attributed to the 52% of 2016 adoptions that were by
foster parents.
– Credit also attributed to growing number of partnerships between public and
private agencies.

•

The number of children who “aged out” of foster care without a family
dropped for the ninth straight year.
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•

The World Bank defines "extreme poverty" as living on less than $1.90 a
day.

•

New standards for poverty include those for middle- and high-income
countries, at $3.20, $5.50, and $21.70 a day

•

Extreme poverty afflicts some 760 million people worldwide, down from 1.9
billion in 1990.

•

Living on $1.90 a day might seem impossible in a developed country, but
the World Bank estimates that 10.7% of the world's population, or about 760
million people, face this reality.

•

In an attempt to be more precise with its classifications, the organization
recently added new standards of poverty for people living in:
– Middle- and high-income countries (NPR).
– They are the first additions since the poverty line was initially set in 1990, then at
$1 a day.
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•

The new standards are set at:
– $3.20 a day for people in "lower-middle-income" countries, such as Egypt or
India
Also, Argentina, Cambodia, Guatemala, Mongolia, Tonga, Tunisia, Zambia
– $5.50 a day for "upper-middle-income" countries, such as Jamaica or South
Africa.
Also, Albania, Brazil, Grenada, Iraq, Malaysia, Turkey
– A third standard for high-income countries, like the US, at $21.70 a day.
Also, Australia, Canada, Cyprus, Greece, Spain, Sweden, United States, Uruguay

•

The following chart breaks down the percentage of people living at each
level of poverty in countries of varying wealth.
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•

Humanity has made huge progress toward uplifting people who have the
least.
– In 1990, some 1.85 billion people qualified as extremely poor. At the time, they
represented about 35% of the world's 5.3 billion people.

•

The United Nations hopes to eradicate extreme poverty by 2030 as part of
its Sustainable Development Goals.

•

Much of the success is owed to organizations like the World Bank, UNICEF,
and the Gates Foundation, which has spent billions over the past decade to
alleviate poverty around the world.

•

One of the hallmarks of this success has been the reduction in a slew of
side effects related to poverty, such as hunger, child mortality, maternal
mortality, and widespread declines in the world's deadliest diseases, such
as HIV/AIDS and malaria.
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Considerations: The Economic Burden & 2030 Problem
•

To meet the long-term care needs of
Baby Boomers, social and public
policy changes must begin soon.

•

Meeting the financial and social
service burdens of growing numbers
of elders will not be a daunting task if
necessary changes are made now
rather than when Baby Boomers
actually need long-term care.

•

A major public policy concern in the
long-term care field is the potential
burden an aging society will place on
the care-giving system and public
finances.

•

The “2030 problem” involves the
challenge of assuring that sufficient
resources and an effective service
system are available in thirty years,
when the elderly population is
projected to be twice what it is today.

•

The level of current and future
expenses underestimates the
economic resources devoted to longterm care, because most care is
delivered informally by family and
friends and is not included in
economic statistics.
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Considerations: The Economic Burden & 2030 Problem

•

Much of this growth will be
prompted by the aging of the
Baby Boomers, who in 2030
will be aged 66 to 84—the
“young old

•

And will number 61 million
people. In addition to the
Baby Boomers, those born
prior to 1946—the “oldest
old”—will number 9 million
people in 2030.

.

Note the rise of senior communities,
assisted living and “resort living”
communities across the nation!.
The Azimuth Group
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Considerations: The Economic Burden & 2030 Problem

•

This growth in
elderly could lead to
a precipitous drop in
the number of
workers per elderly
if current working,
and retirement
patterns do not
change.
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Considerations: The Economic Burden & 2030 Problem

•

Increased emphasis will be needed on the following:
–

Informal Care by Family and Friends

–

Volunteer Services

–

In-home Support (e.g., meals)

–

Personal Care

–

Adult Day Care

–

Assisted Living

–

Home Health Care

–

Nursing Home Care

–

Hospice Care

Several of these items were highlighted and borne out in the Employment & Occupational section!166
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Considerations: The Economic Burden & 2030 Problem

•

Looking forward - challenges of caring for the elderly by 2030 and beyond will
involve:
(1)
Making sure society develops payment and insurance systems for long-term care that
work better than existing ones
(2)
Taking advantage of advances in medicine and behavioral health to keep the elderly as
healthy and active as possible
(3)
Adapting or changing the way society organizes community services so that care is
more accessible
(4)
Altering the cultural view of aging to make sure all ages are integrated into the fabric of
community life
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•

Humanity has made huge progress toward uplifting people who have the
least.
– In 1990, some 1.85 billion people qualified as extremely poor. At the time, they
represented about 35% of the world's 5.3 billion people.

•

The United Nations hopes to eradicate extreme poverty by 2030 as part of
its Sustainable Development Goals.

•

Much of the success is owed to organizations like the World Bank, UNICEF,
and the Gates Foundation, which has spent billions over the past decade to
alleviate poverty around the world.

•

One of the hallmarks of this success has been the reduction in a slew of
side effects related to poverty, such as hunger, child mortality, maternal
mortality, and widespread declines in the world's deadliest diseases, such
as HIV/AIDS and malaria.
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As noted in a recent report from the Alliance for Strong Families and
Communities (ASFC) and the American Public Human Services Association
(APHSA

)…

“CBO’s face a number of challenges to their financial stability, which will make realizing their
transformative potential and contributions to a healthy society and strong economy difficult.”
•

Many organizations are running persistent operating deficits, in part due to internal risk
management practices, unfavorable contract terms that reimburse them less than the full cost of
providing the outcomes being required, as well as a result of the current regulatory and legal
environment.

•

Many organizations have few or no financial reserves, meaning that they are vulnerable to any
fluctuation, even temporary, in their expected revenue and cost levels.

•

Many organizations face problems such as lack of access to capital for investment in technology
and systemic barriers, which limit opportunities for data sharing and integration.
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From a variety of sources and perspectives …
•

CBO’s face many challenges and will, as in the past, capitalize on
forthcoming opportunities.

•

They play a vital role in strengthening people and communities across
America in the human services environment:
–
–
–
–
–
–
–
–

Improving health outcomes
Reducing healthcare costs
Addressing the social determinants of health and well-being for ages
Ensuring that children are safe and live in solid neighborhoods, can succeed in
school, and have strong and economically secure families
Helping older adults maintain a good quality of life and stay connected to their
communities
Equipping people with disabilities with tools and resources so they can live their
lives fully
Advocating for building quality affordable housing
Providing crucial mental health and substance abuse and so many other crucial
services.
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•

CBO’s also have significant impact on local and state economies and the
national economy through their spending on wages, rent, fuel, and the other
inputs necessary to maintain their operations and deliver services.

•

Major changes will need to be addressed in the health care, entitlements,
work-life / retirement planning, illicit drug epidemics, poverty, education and
sensible – humane forms of migrant integration.

•

While challenges and drivers for change abound … Opportunities abound!

•

In the end, whatever is done – I am certain it will continue to be done with
understanding – compassion – and respect for the “whole person”, and
ensuring the self-determination and dignity for all.
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Lutheran Financial Managers Association
40th Annual Conference
Economic Update
THANK YOU!
Jeffrey Mark Lewis, MBA RR CTP AAP CertICM
Managing Partner
The Azimuth Group

E theazimuthgroupltd@gmail.com
P 312.893.0692
September 2018
Arizona
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