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OUTLOOK 2021: “NEW BALANCE IN AVUCAWORLD”

R i e

Disruptions, headwinds and tailwinds for Asia in 2021

VUCA: Volatile, Uncertain, Complex, Ambiguous
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FINDING OPPORTUNITY IN THE
NEXT NORMAL: KEY THEMES

Asia is well placed...

Tailwind Headwind
Asia's century Coping with debt
Liquidity/ rates lower for longer Coping with Covid
Engines of growth: technology, consumption, transformation, Climate
mitigation, adaptation, innovation, resilience, efficiency Geopolitics

Green Finance Opportunity Trade

Lower oil price
Weaker Dollar
Trade
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Global Liquidity (US$ Trillions)

0 11 12 13 14 15 1B 17 1% 19 20
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Global Liquidity and Annual Gains in World Asset Prices
1981-2021
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Since the start of the Covid crisis, CBs liquidity totalled US$24.2Tr. The US o |4
lead the emergency expansion (USS$1.4Tr). Relative size of BS for the Fed, o
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STIMULUS

The stimulus response is unprecedented

ECONOMIC STIMULUS RESPONSE, % OF GDP

® 2008 FINANCIAL CRISIS @ COVID-19 CRISIS

® Unprecedented response

e - @ y & = USS10Tr in the 1st 2 months of the crisis (3x
i Feeleh i more than GFC)
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Source: McKinsey & Company §
The $10 trillion rescue: How governments can deliver impact _a E E A G L I

source: McKinsey
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ON GOING DEMOGRAPHIC SHIFTS IN FAVOR OF ASIA

(United Nations)

1990 2019 2050
China (1177) China (1434) India (1639)
India (873) India (1366) China (1402)
USA (252) USA (329) Nigeria (401)
Indonesia (181) Indonesia (271) USA (379)
Brazil (149) Pakistan (217) Pakistan (338)
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World's Region

AFRICA
AUSTRALIA
VIETNAM $O.71T 0.52%

BANGLADESH $0.70T 0.52% LATIN AMERICA
SOUTH AND CARIBBEAN
SINGAPORE $0.57T 0.42% K?::;— MIDDLE EAST
153% EUROPE
—%nm Kot E ‘ INDONESIA pr— ASIA

$3.49T7
256% NORTH AMERICA

PHILIPPINES $0.95T 0.7%

Global Gross financial

A S H I FTI N G 2 CHINA : \ . assets US$200Tr**
18.58% World gross product: US$81Tr **
WORLD A\ :

s Aggregate Global Wealth: USS

o = 3601

0, PT
15.02% 1.30%J <1 227 SR AR
$1.7.
' ALGERIA $0.66T 0.48%
NIGERIA $1.17T 0.86%
AUSTRALIA $1.207 0.94%

Global GDP (PPP basis)

source: * World Bank Database, ** Allianz Global Wealth report 2019. ***: CS WealthReport 2019
Synpulse, November 2020. ajiliti Partners- Proprietary and Confidential. All Rights Reserved.
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By 2050 Asia will host over
half of the world's

Asia's
Century
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population and will

contribute to over half of its

economic output
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Asia's
Century

China and India soaring

EM expected to overtake DM
as the largest contributor to
global GDP in 2042

(60% of global GDP by 2050)

Who's Number One?
Global GDP rankings
W Asia  Morth America © Europe  South America

_///' ::jjj:",.....- /// /////////AV/

Canada

1950 19?0 1980 1990 2{]00 201 0 2020 2030 2040 2050

source: Bloomberg
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AR Net national savings =

12 Net national savings (Adjusted savings % of GNI)
14 05
13 25
12
10
o 20
8
7
e 15
4
3
: 10
0
-1
3 5
_4 . .
-5
7 0 - =
-8
2338888558888 a9 3308 a8nE08909g
E © £ 0 = = E O C E 9 £ O ¢c O ¢ [= E 9 cE 9 c [= 5
8383838383883 83838383838=28382838-3 .
China Germany Japan France USA UK
Source: IMF
IMF 2020 Forecast

Data as of: October 2020

( ]
2[;]20E GDP growth % C h I n a

Post Covid: October data shows continued recovery
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CHINA TODAY

e Size matters

2020 GDP (est. US$14.8Tr) will surpass the EU27. 55 million people
lifted out of poverty 2016-20

Structural economic transformation underway: digital economy is
over 35% GDP

e Consumption and urbanization:
60% GDP from consumption since 2016.
Middle income population to double to 800 million by 2035
Urbanization: 60% (850m people. Excl.migrant population: 45%)

e Tech power

5G: 700000 5G base stations established (twice as big as the 5G
stations in the rest of the world ex China). Reach: 180m people
Enabling: large scale education (including AR/VR)

Self Reliance: targets 70% self-sufficiency by 2025 in chip production
(40mn chips, 80% of China's demand)

e Negative shock of Covid to labor and service

sector fully reversed:

October consumption +4.3% yoy

October FAI: +9.3% yoy (Infrastructure +7.5% yoy, Property
investment +12.2% yoy)

Industrial output: +8.7% yoy

source: NDRC, Ministry of industry and IT, Advisor to China's President Justin Yifu Lin, 14th Five Year Plan
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LOOKING FORWARD

CHINA'S NEW 5 YEAR PLAN AND 2035 GOALS

e Economy

Economic parity with the USA targeted by 2035 (doubling of real GDP per capita
or 4.8% growth pa over the period)

Target 75-80% urbanization by 2035

e “Double circulation” policy: balancing self
reliance and opening to the world

Food security (crop per capita at 470kg)

New infrastructure development (loT, Smart Cities, Mass transit, 5G, data
centers, Al),

Environmental protection: National energy security: “4 Revolutions & 1
Cooperation”: energy consumption, supply, technology and governance
Revolutions + International Cooperation

e Other key goals from the 14th Five Year Plan
and “long vision 2035”

Innovation to drive agriculture modernization and society

National Defense: “a strong country must have a strong army” (aerospace,
aviation)

Reduce inequality rural/ urban

Soft Power

 Demographic bombshell
2022: China becomes an aged society (14% population aged 65+ years old)
2033: China becomes a super-aged society (20% population 65+years old)
2060: 35% population is over 65 years old. 2100: 40%

source: 14th Five Year Plan, 19th Party Congress
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GLOBAL TRADE: “NOUVELLE DONNE”?

Volatility around trade will remain

® Looking back ® Geopolitics beyond tech

14

After WTO access (2001), international economic cycle grew
strongly (01-08, China's exports grew 5 fold, av. annual growth
of 29%)

“Nouvelle donne” in the US and with China's “Double
circulation” policy

US increased cooperation with Europe to influence China
Re-establishment of normalized diplomatic channels

Tech ecosystems to remain (geopolitical Darwinism)

US marines training in Taiwan for the 1st time
South China Sea

RCEP: Regional Comprehensive Economic Partnership
(China, Japan, ASEAN, S.Korea, Australia, NZ)

Supporting the “Asian century”. Largest free trade bloc in the
world; 30% world's population, 30% global GDP, 40% world
trade

China-ASEAN relationship continues to rise in 2020. Asean is
now a larger trading partner than the EU. Regional diplomatic
priority

source: Li Kegian, 23rd ASEAN-China Summit (ASEAN: Indonesia, Thailand, Singapore, Malaysia, Philippines, Vietnam, Brunei, Cambodia, Myanmar, Laos)
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CHINA-WORLD EXPOSURE

USS$22-37Tr of economic value at stake (15-26% 2040 Global GDP)
China has been reducing exposure to the world (net trade surplus from 8% in 2008 to 1.3%)

e Significant value is at stake from less or more engagement between China and the world
China-World Exposure Index (trade, technology, and capital)

Simulated impact, 2040

Potential value at stake
Areas of engagement $ trillion, 20402

h as an import destination

source: McKinsey
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World's largest fiscal
deficit on record

US Budget shortfall x3 to
USS$3.1tr for year to Sept.

Deficit at 16% 2QGDP...last
seen in 1945

U.S. revenue and spending

As a share of gross domestic product

40%
Spending
30
20 ‘J\/\'\-/\
- Revenue
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1930 1940 1950 1960 1970 1980 1990 2000 2010 2020
fiscal year

Sources: Treasury Department; Office of Management and Budget;

Congressional Budget Office THE WASHINGTON POST

Selected fiscal indicators in developing countries,
2004-2020

Percentage of GDP
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U.S. federal-government deficit

50
-51 trillion
=52 trilllion
2020
-53.1 trillion
=53 trillion I | \\_)
2008 2012 2016 2020

fis.cal year

Sources: Treasury Depariment; Difice of Management, and Budgat

Fiscal balances of developing countries, 2004-2020
Percentage of GDP

4

25-75 percentile
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g
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Source: UN DESA based on IMF World Economic Outlook data (April 2020).
Note: The fiscal balance is defined as general govemment net lending or bomowing. 2020
values are estimated.

THE WASHINGTON POST
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Climate

CO2 emissions by fuel and
region

Post 2WW economic
growth model is carbon
intensive

E; emissions, gigatonnes

By fuel

1850 1950 2017

5

Sources: Le Quéré et al. (2018); Global
Carbon Project (GCP); Carbon Dioxide
Infarmation Anabysis Centre (CDIAC)

1850 1875 1900 1925
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At a cross
road

To meet the Paris Agreement
(1.5°C by 2100) global CO2
Emissions must be slashed to
zero by 2050. At current
emission rates 1.5°C will be
reached 2030-2050*

BAU pointsto a 3-4°C +
warming by 2100 (1-3++m
increase in sea levels)

The difference in impact
between 1.5°Cand 2°C is

significant

80% reduction emissions

needed by 2050 to meet the 2°C

limit

H
3“
8 150
o} BAU
® 4.1-4.8°C
S
2 100
€
: Current policies
« 3.1-2.5°C
Fy I
g = ==
.é S | Pledges and targets
3 N 2.7-3.0°C
% 5 — - 2°C consistent
E 1.6-1.7°C
° 1.5°C consistent
(0] 1.3°C
-90

1990 2000 2010 2020 2030 2040 2050 2060 2070 2080 2090 2100

Expected global temperature increase by 2100 compared to pre-industrial levels implied by global emissions pathways for the
following scenarios: BAU (‘ne-policy’ or ‘reference’ scenario), current pelicies, eurrent pledges and targets, and emissions
compatible with warming of 1.5 degrees Celsius and 2 degrees Celsius, respectively. Ranges indicate uncertainty in emissions

projections; dotted lines indicate median (50 percent) levels within these ranges. Source: Adapted from Climate Action Tracker.

“Warming Projections Global Update.” December 2018. https:{/climateactiontracker.org/documents/507/CAT_2018-12-
11_Briefing_WarmingProjectionsGlobalUpdate_Dec2018.pdf. (Accessed January 10, 2019.)

source:*“oursharedseas”, Climate Action Tracker
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GLOBAL CO2 EMISSIONS CONTRIBUTION - 2018

India: rapid growth of energy
consumption. Leader in renewable

Russia: little investment in Renewable

China: Largest emitter. Expects peak in
2030

USA: Surge in Emissions in 2018 (-2% in
2019)

EU: collective emissions down 20%
since 1990

source: Global Carbon P

©2020 Proprietary and Confidential. All Rights Reserved.

EU
India

90/0 70/0 Russia

USA 50/0 Japan
15% ' 33/0
20/ South Korea A
’ 2 2
Other
260/0 China
27%

=

roject. The Hard Truths of climate change- By the numbers. www.nature.com
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CO2 contributors

China is the largest current
CO2 emitter but the US
leads on both a per capita
and a cumulative
emissions basis

United States

Per capita (tonnes CO.,)

China

EU28
India
Russia 11.6
Japan
Iran

Canada

World average LGS

source: the carbon project. The hard truths of climate change- by the numbers
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12.4

16.6

Saudi Arabia

South Korea

15:3

Cumulative emissions

United States
25%,

EU28
22%

China 139,

Russia 7%,

India 3%— Japan 49,
Rest of
the world
26%,
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ASIA AND CLIMATE CHANGE

® Speed of sea level rising in Asia faster than
Global average

® Concentration: 70% of the world's
population living on land at risk are in 8
countries in Asia: Bangladesh, China, India,
Indonesia, Japan, Philippines, Thailand
and Vietnam. (410m Asian urban dwellers
at risk of coastal flooding)

® Coastal population expected to double in
Bangladesh, India, Vietnam, Philippines
and Vietnam by 2025

Climate change to exacerbate food and
water security in APAC (loss of arable land,
declining crop yield)

At 2°C some effects are irreversible (coral
reefs wiped out by 2100)

Available water supplies shrinking (70%
fresh water used for agriculture)

ource: channelnewsasia.people-at-risk-of-rising-seas, ADB, IPCC
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CHINA

World leader in wind and solar production (2019 China = 40% of
global renewal energy expansion)

Chinais the largest world coal consumer, producer and importer.
2019: added a large coal power plant every 2 weeks to the Grid

70% CO2 from fossil fuel esp.coal
World largest EV market

Grid parity 2020: first contracts for wind and solar to generate
power at the same price as coal power plants**

NetZero 2060

sources: BBC, Carbon brief-Global coal power, FT, Bloomberg NEF,

©2020 Proprietary and Confidential. All Rights Reserved.

Decline in clean energy investment, led by China, looks set to continue

$bn

Bl China us Bl Europe N India B Brazil Other EMEA
Oithier Asia Pacific Bl Other Americas
00
| | -
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INDIA

Largest source of emissions: coal power plants, agriculture (16% of India's emissions) and cattle

India is the 2nd largest world coal producer, consumer and importer of coal after China

India has the most GDP exposed to river flooding* (estimated at USS 14bn in 2017). Could rise by 10 fold by 2030
2/3 population relies on farming

15% of global cattle population

Pledge a 33-35% reduction in emission intensity of economy by 2030 vs 05

Targets renewable or nuclear to be 40% of installed electricity capacity by 2030

©2020 Proprietary and Confidential. All Rights Reserved.
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THE ESTIMATED OF ECONOMIC IMPACT OF CLIMATE
CHANGE VARIES GREATLY BY COUNTRY *

Economic impact of climate creates a lack of alignment to act
Real GDF, % change, RCP 8.5, 2048

Largest impact on oil countries and emerging markets economies. Warmer climate countries Saudi Arania

are most vulnerable Hong Kong

Malta

. . . . Malaysia

Among the large economies, India, Russia, China most affected (-2.5/-0.6% GDP) Algeria

Philippines

Keeping temperature increase to 1.5°C could help avoid the loss of US$12 TR or 10% of global S‘r?gir;-roa:g
I

GDP** (-US$21 Trvs -US$33Tr by 2050) Thand
Qatar | ®Developed countries and territories
_ . . - . 0 ® Developing countries

3.2 degrees = -23% global GDP impact; +28% probability of category 4 or 5 cyclones, +70% in Nign;ﬁ; = il producers

extreme rainfall (275m people flooded)

4 I Il
T T

-12 -10 -8 -6 -4 -2 0

Hurricane Dorian took 25% of the Caribbean islands and the Bahamas GDP in 1 day... OO i Mooty SAnscs

source: “Moody's, 2019, 4 major scenarios, base period 86-05. RCP 8.5 (or 4.1 ° C increase), **: Climate Analytics.org
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ESG AND GLOBAL AUM

PRI signatories worldwide

I CJ‘\.NADA
125 (

L
LATIN AMERIGA
(EX.BRAZIL)
20 (+45%) n

BRAZIL

50 (+2.5%)
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NORDIC

BE NELU)(
170 ( )
204 (+16

UK & IRELAND I
394 (
CEE & cIS
FRANCE :
203 ( )
GERMANY AUSTRIA &
SOUTHERN
EUROPE SWITZ_ERLAND
12 (#27%) 188,(+17%)
MIDDLE EAST
6 (+0%)

AFRICA
81(+6%)

-
CHINA . JAPAN
72| %)

22 (+64%)

REST OF ASIA
76 (+17%)

AUSTRALIA & NZ
160 (#8%)

Source: * UNPRI annual report 2018/2019

Synpulse, November 2020. agiliti Partners- Proprietary and Confidential. All Rights Reserved.

Global SRI assets: approx.
USS31Tr

UNPRI signatories: over US$100Tr of

assets (over 3000 signatories)*

ESG ETF assets doubled in 12 months
to USS80bn
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SUSTAINABLE FINANCE 1H20:

EQUITY -21%, SL -2%, DEBT UP

SUSTAINABLE BOND QUARTERLY VOLUMES

5140 250

§120
200

§100

$80 150

S60

240
= I
il

2015 2016 2017 2018 2019 2020

100

50

mm Sustainable Bonds (Sbhil)  =———Number of ssues

1H20: SB totaled $194.5bn +47% yoy

Americas $60.8b

Europe $90.1b

Europe leads

Source: Refitiniv 1H20 report on Sustainable Finance
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Social Bonds accelerated strongly in Q220




Technology/ Al

Efficiency and resilience

Connectivity

New Consumption

Food: Crop and
management

1.6bn tonnes of wasted food
annually = 1/4 of total mount
of food produced globally

Infrastructure

US$15-18Tr global gap to 2040
(out of USS97Tr total)

80% waste water release is
untreated

2050: 4bn people under water
stress vs 1.2bn today (private
sector demand +45%)

Energy
90% emissions
Power grid, renewable

New competitive advantage

Smart cities
80% energy consumption

60-70% of global GDP

New Finance

Transport, mobility

EV: by 2030 EU+CHina:
18m EV's sold pa.




THE PATH TO NETZERO

Energy transition strategies of upstream oil and gas companies o S h ift | M Strategy fO r Oi l m aj ors

Type Description Examples

. 0 O/
Emissions offsets Projdu:::ms seektu‘uffset Afforestation ) FOSS!I .fu.els tO dro.p from 45 /O tO 35 /O In a 2C
emissions from existing A and carbon credits sensitivity scenario by 2050 (50m b/ d of demand

operations independently
from the operations themselves destruction)

Transformation Producers seek to reduce = Electric drillin H
u;aperartinn; c;rbgn?r:tensity b;tr:nsfnrming pl:tfrzlrmsr,lclmg;ls, Road transport and power generatlon largeSt
{e;i_silt_ingt;{:e_ratinlnsk fining) reduced Elaring,t_ : .
rilling, flaring, leakage, refinin increased operationa .
g flaring, leakag g easedop Urgent need to transform business: offsets,
. technology, transformation
T;an sfé: rrnt ati!;:-n ; ng:cg rf seek to F&ig ?cg Q Eﬁ}ﬂl;lnyﬂ :::ﬁ?:l 9
ofproduct oftering f;,;_cg,;;;:"igggtgug;;,"gﬁe?:;;-, ) ga Energy transition: US14Tr new capital spend in low
(A) the existing resource base or (B) Biofuels .. . .
(B) existing delivery channels carbon electricity// US$6Tr drop in upstream oil
Transformation Producers seek to reduce carbon EV charging stations, Spend I ng
of business model inteniity l:gyfur'm‘dgnl';entally del direct power sales . . . . .
t t siness model,
St T L L Regional impact (Canadian oil sands, Russian

new delivery channels Arctic)

source: Platts
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ENERGY IN THE NEXT NORMAL: CONNECTIVITY

Drilling optimization
and automation

80-110

Advanced analytics
could increase drilling
operations
productivity by
improving drilling
speed, while remote
or semi-autormnatic
drilling could reduce
the number of people
required on a rig.

McKinsey
& Company

Production
optimization

25-50

| N

With the help of
timely data collection
across the production
system, this use case
creates value by
increasing throughput
and reducing the
energy consumed
and emissions
produced.

Enhanced
field operations

25637

Connectivity
advances, such as
“connected worker”
salutions and
technologies offering

virtual enhancements,

could help reduce
time spent on
maintenance and
repairs.

Digitally enabled
logistics

Enhanced connectivity
can radically transform
end-to-end logistics
and the supply chain
with improved
demand management,
transparent material
tracking, and more
efficient logistics
operations.

Smiart
maintenance

20

a

A greater density
of sensors deliver
real-time, high-
volume data on
equipment status
and anomalies to
improve prediction
of failure and offer
remedial actions
to operators.

©2020 Proprietary and Confidential. All Rights Reserved.

Over 2/3 of world's oil production has access to
connectivity but is making limited use of it

Connectivity and automation potential for oil and gas
could add US$250bn to upstream by 2030

Drilling optimization, production throughput

2/3 of world's oil production has advanced
connectivity but making limited use of it
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