
Risk Snapshot: August 2015
A special report from The Economist Intelligence Unit 



Risk Snapshot: August 2015

© The Economist Intelligence Unit Limited 20151

Contents

Introduction 2

Global Risk Scenarios: August 2015 5

“Grexit” is followed by a euro zone break-up 6

A commodity price slump and investment crunch in China entrench the emerging-market slowdown 7

Russia’s intervention in Ukraine escalates, leading to cold war-era tensions 8

Global monetary policy divergence leads to extreme currency volatility 9

The rising threat of jihadi terrorism destabilises the global economy 10

The EIU operational risk services 11



Risk Snapshot: August 2015

© The Economist Intelligence Unit Limited 20152

Introduction

This report provides a snapshot of some of the capabilities of The Economist Intelligence Unit’s 
risk services. It analyses risk scenarios in depth, to help you understand and respond to risks that 

could impact your business. The EIU can help you assess and mitigate the risks of doing business in 180 
markets. Our operational risk services helps you to make confident, informed business decisions, based 
on our competitive and timely analysis.  

Risk assessment
The EIU assesses risk across 180 countries around the world, and across various risk indicators. These 
include:

l Overall assessment

l Security

l Political stability

l Government effectiveness 

l Legal & regulatory

l Macroeconomic

These are presented in a colour-
coded map of the world. 

The tool is highly interactive; 
our clients can click on the 
risk category buttons to see 
the colour coding change to 
reflect the relevant scores. The 
tool allows you to view each 
country's scores in detail, 
or navigate directly to the 
country's homepage. 

The charts on the following 
pages present the risk scores 
for August 2015 for overall assessment as well as for some of the different indicators that we base the 
overall rating on. 

The EIU’s operational risk map

l Foreign trade & payments

l Financial

l Tax policy

l Labour market

l Infrastructure
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Most risky
Least risky

Somalia1

Turkmenistan3

Afghanistan8

Uzbekistan4

Finland6

Liechtenstein2

Netherlands3

Sweden4

Australia5

Switzerland7

New Zealand8

Norway9

Singapore10

Tajikistan6
Syria2

Zimbabwe7

Venezuela10

Canada1

Equatorial Guinea5

Eritrea9

Most risky
Least risky

Somalia2

Zimbabwe9

Sudan5

Yemen3

Syria1

Venezuela4
Guinea6

North Korea8

Liechtenstein10

Singapore8

Switzerland9

Finland2

Austria4

Australia6

New Zealand5

Hong Kong7

Sweden3

Canada1

Turkmenistan10

Libya7
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Most risky
Least risky

Somalia1

Yemen6

Finland4

Liechtenstein6

Singapore1
CAR7

Ukraine10

Pakistan9

Afghanistan4
Switzerland9

Iraq3

Syria2

Japan2

Nigeria8

New Zealand7

Greenland5

Iceland10

Norway8

Austria3

Libya5

Most risky
Least risky

Venezuela6

Argentina9

Cameroon9

Peru6

Gabon1
Malaysia4

Bangladesh8

Senegal7

Congo (Brazzaville)2

Hong Kong3Yemen8

Zimbabwe4

Chile10

Belarus10

Iran1

Sudan3

Ukraine5

Syria7
North Korea2

Panama5
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Global Risk Scenarios: August 2015

The below scenarios and risk intensity scores are The EIU’s top 5 for this month. Risk intensity is a 
product of probability and impact, on a 25-point scale. The impact is a qualitative judgement of 

the likely damage to companies’ capacity to operate at target profi tability. The EIU’s risk scenarios are 
potential developments that might substantially change the business operating environment over the 
coming two years. This report looks at some of these risks in more detail.

“Grexit” is followed by a euro zone break-up

A commodity price slump and investment crunch in China entrench the emerging-market 
slowdown

Russia’s intervention in Ukraine escalates, leading to cold war-era tensions

Global monetary policy divergence leads to extreme currency volatility

The rising threat of jihadi terrorism destabilises the global economy12
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“Grexit” is followed by a euro zone break-up

An 11th-hour agreement between Greece and its euro zone creditors for a third bail-out on July 13th 
has reduced the imminent risk of Greece leaving the euro zone. But we continue to assign a high 
probability to such an outcome from 2016, given the diffi culty that the Syriza government will face in 
implementing the tough conditionality of the new agreement. In the event that Greece were to leave 
the currency, the idea that membership is irrevocable would no longer hold and attention would turn 
to other highly-indebted countries in the single-currency area. The Greek debacle has shown the 
fundamental diffi culties associated with creating a single currency zone without a concurrent fi scal 
union. When the euro zone next hits problems—potential triggers could include anti-establishment 
electoral successes or the bloc’s next cyclical downturn—these inadequacies will no doubt return 
to the fore once again, in turn requiring even greater resources to manage. If Grexit were to lead to 
other countries leaving the euro zone, this would be hugely destabilising for the global economy. 
Countries leaving the euro zone under duress would suffer large devaluations and be unable to 
service euro-denominated debts. The global fi nancial system would suffer huge losses and the world 
economy would be plunged into recession.

High risk; Very high impact 
Risk intensity = 
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A commodity price slump and investment 
crunch in China entrench the emerging-
market slowdown

High risk; Very high impact; 
Risk intensity = 

Having been the primary driver of global growth for more than a decade, emerging markets 
have suffered a substantial economic reverse over the past two years, as institutional and policy 
shortcomings in countries such as Brazil and South Africa have hindered development. This situation 
is set to be exacerbated by the slump in global commodity prices (notably oil), which will depress 
the economic performance of a host of Latin American, Middle Eastern and Sub-Saharan African 
states that had benefi ted from the Chinese-driven boom in commodity prices over the past decade. 
Equally, the commencement of monetary tightening in the US will keep emerging-market currencies 
under pressure—a major issue for those emerging-market corporates that have borrowed heavily in 
hard currencies. Similarly, in China, there are concerns about the challenge confronting the current 
administration in restructuring China’s local government fi nancing system, as well as the possible 
fallout from the country’s stockmarket slump and feared property price bust. A default by a major 
emerging-market corporate or sovereign, even if it were relatively isolated from the rest of the global 
economy, could trigger a sell-off across emerging-market assets. Given the growing dependence of 
Western manufacturers and retailers on demand in the developing world, a prolonged deceleration in 
emerging markets would have a severe knock-on effect across the EU and the US—far more than would 
have been the case in earlier decades.
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Russia’s intervention in Ukraine escalates, 
leading to cold war-era tensions

High risk; High impact; 
Risk intensity = 

In Ukraine a separatist war fuelled by Russia has prompted the worst East-West crisis since the 
end of the cold war. The crisis was prompted by the overthrow of Viktor Yanukovych as president 
in February 2014, but was heightened in April of that year by Russia’s annexation of the Ukrainian 
province of Crimea—citing the alleged threat posed by Ukrainian nationalists to its ethnic Russian 
population. In the wake of a major rebel advance, a ceasefi re agreement was reached in Minsk in 
February. However, the agreement is unlikely to lead to a resolution of the confl ict, refl ecting the 
near intractable positions of the pro-Western central Ukrainian authorities and pro-Russian factions 
within the country. With the crisis thus set to persist and fi ghting picking up of late, the EU chose to 
renew its sanctions in July (when they would otherwise have expired). Thus far, Russia has refrained 
from taking additional retaliatory economic measures, such as cutting off gas supplies, as this would 
only accelerate European efforts to diversify sources of gas and deepen its own economic problems. 
However, even without trade reprisals, weakening trade ties will continue to damage Russia’s economy 
badly, and also contribute to sinking industrial output in central and eastern Europe. In addition, 
Western countries will almost certainly have to rethink their defence cuts of recent years, complicating 
efforts to rein in their historically high fi scal defi cits.
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Later this year the fi rst policy rate increase from the Federal Reserve (Fed, the US central bank) in 
almost a decade is likely. The fallout from the rate rise, the fi rst in nine years, will be closely watched, 
given the history of emerging-market crises in the early stages of US monetary tightening cycles. 
Although the speed of US monetary tightening is unlikely to match previous cycles, the adjustment will 
still have a knock-on effect on international rates. More than 25 central banks around the world cut 
interest rates in the fi rst quarter of this year, but there will be a signifi cant turnaround in the wake of 
Fed tightening and as the oil price slump falls out of consumer price calculations. The countries most 
vulnerable to the shifting monetary cycle will be those with large fi scal and current-account defi cits; 
those viewed as lacking political and policy credibility; and/or those heavily reliant on commodity 
exports. In this regard, Turkey, South Africa, Russia and Venezuela look especially vulnerable, and are 
likely to suffer further capital outfl ows as investors leave riskier markets in search of rising returns in 
the US. Amid the ensuing depreciation of their currencies, central banks will be under pressure to raise 
interest rates, in turn slowing growth—an added challenge for those emerging-market corporates, 
especially in south-east Asia, that have issued large amounts of debt in recent years.

Global monetary policy divergence leads to 
extreme currency volatility

High risk; High impact;
Risk intensity = 
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The threat of jihadi terrorism has been foremost in policymakers’ minds globally ever since the 
September 11th 2001 attacks in the US, and in some places for some time before that. However, the 
extreme jihadi Islamic State (IS) seems to represent an especially challenging group to counter: first 
because it is so well established in its self-declared “caliphate” in Syria and Iraq (whose existence 
provides both an operational base and a major propaganda tool); and second owing to the ease with 
which it can seemingly recruit and motivate attackers globally. Taking advantage of its decentralised 
nature—which allows individuals to operate under its banner anywhere in the world without prior 
contact with the group—IS has been able to strike a wide variety of targets, as demonstrated by the 
near simultaneous attacks on June 26th on a Shia mosque in Kuwait, a tourist site in Tunisia and a 
chemical plant in France. Besides its ability to win new adherents, IS’s other success has been to garner 
the backing of already established jihadi organisations internationally, such as Ansar Beit al Maqdis 
in Egypt and Boko Haram in Nigeria. The spread of IS and its influence poses a dilemma for global 
policymakers, who are under pressure to intervene militarily to suppress the group in its strongholds 
in the Middle East, but which in turn would risk reprisals in their home countries by radicalised IS 
sympathisers. Should this spiral of attacks and counter-reprisal escalate, it would no doubt begin to 
dent consumer and business confidence, which in turn could threaten to end the five-year bull run on 
the US and European stockmarkets.

The rising threat of jihadi terrorism 
destabilises the global economy

Moderate risk; High impact; 
Risk intensity = 12
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This information is a snapshot of the services available through The EIU’s Risk Briefing service. The 
EIU can help you  to assess and mitigate the risks of doing business in 180 markets. We can help you to 
make confident, informed business decisions, based on our comprehensive and timely analysis. Risk 
Briefing provides forecasts, alerts, background studies, and data covering a wide range of risk factors. 
The service is updated daily in response to events that affect our assessment of operating risk in a 
particular country.

Organisations use Risk Briefing to:

l Evaluate opportunities and risks for competing projects.

l Open country operations in order: from least risky to most risky for maximum profit.

l Balance supply chain sourcing across several countries.

l Monitor international changes from a risk perspective.

l Input Risk Briefing data into an internal opportunity model.

How does Risk Briefing determine a 
country’s risk level?
At the centre of the service sits a risk model that 
assesses a country’s overall business operating risk. 
It combines our renowned political and economic 
analysis with new material covering the business 
conditions on the ground. The resulting scores allow 
us to rank countries by operating risk. Each country’s 
scores are updated by our analysts once a quarter, or more frequently as events require. The model 
rests on 66 indicators for each of the 180 countries covered. Indicators are scored on both qualitative 
and quantitative factors. The model processes the 
results for the main categories of risk, producing a 
category score for each from 0 to 100 (lower is less 
risky). The model then provides an overall country 
score from 0 to 100. For 120 of the largest countries, 
Risk Briefing provides scenario analysis for each 
of the ten risk factors, highlighted by impact and 
probability.

The EIU operational risk services
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Risk Briefing delivers:

l Comprehensive quarterly updates on 180 countries across 10 dimensions of risk.

l Daily analysis of the current situation in 120 countries.

l Scores only for 60 additional markets.

l Regular intelligence on the latest developments affecting foreign investors.

l Macroeconomic data and forecasts.

l Risk Tracker and Risk Map comparison tools.

l E-mail alert system.

l Downloadable Excel® tables.

l Full one-click reports for 120 countries.

l Model details upon request.

l Data archives to 2002.

l Model is customisable to your organisation’s needs.

If you would like more information on this service, please contact your local office on the details 
on the following page.
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20 Cabot Square
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E14 4QW
United Kingdom
Tel: (44.20) 7576 8000
Fax: (44.20) 7576 8500
E-mail: london@eiu.com 

NEW YORK
750 Third Avenue
5th Floor
New York, NY 10017
United States
Tel: (1.212) 554 0600
Fax: (1.212) 586 1181/2
E-mail: americas@eiu.com

HONG KONG
1301 Cityplaza Four
12 Taikoo Wan Road, Taikoo Shing
Hong Kong
Tel: (852) 2585 3888
Fax: (852) 2802 7638
E-mail: asia@eiu.com

GENEVA
Rue de l’Athénée 32
1206 Geneva
Switzerland
Tel: (41) 22 566 2470
Fax: (41) 22 346 93 47
E-mail: geneva@eiu.com


