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We are at an inflection point in Great
Power Dynamics, moving toward a
multi-polar world

Liberal and Democratic Institutions
are under threat, internationally and
domestically

Non-political Trends in technology and
economics are changing global trade
dynamics

Government Action and Corporate
Action are responding, causing Trade
Flows to Shift
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Power Dynamics

Power Dynamics | Past ~200 years were not “Normal”
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Note: Includes the assumption that growth after 2019 growth will be 2% for US and Europe, 4% for Rest of World and 6% for Asia
Source: World Bank, The Maddison Project, IMF, BCG analysis and estimates 2



Institutions

Institutions | More of the World is less and less "Free”
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It will be more challenging to access international markets and protect international assets

Notes: Assumes that post-2020, nominal GDP will grow by 2% for US and Europe, 4% for other and 6% for Asia. Assumes that the freedom status of any country will not change post-2019
*. 2019 chosen to avoid Covid effect on global GDP
Source: Freedom House, World Bank, BCG analysis and forecast estimates 3
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Declining labor
arbitrage

Secular Trends| Less labor arbitrage, as China cost rises

2022 landed cost—including manufacturing cost, logistics, and tariffs—indexed to US cost (%)

US and Mexico Western Europe Eastern Europe and South Japan China Southeast Asia India Australia
Canada Mediterranean America and South
Korea
122 3
115116116 116 118 120 = 2

1
! 110
|
|

110 !
104 105 106 106 108 109 103 106 |
100 — - 102 102 — |
96 96 98 mm mm
84 83 84 87
[ o cC 8 © c T X O T g > X > > > 0 8 T > ©8 ©8 0 3 ©c O = © © w © S T g O © o
D o O T © c 5 U cC cC © QO O c [} c = N O © c [} c = =
: 3 313582 FEfEEE Seggetgie 655 g8 5 sffffs BB
= = 7] = o o2 N 5 § 9] a O w© @ 17}
°© F a<g & S E& gg= "2g%2Z09¢ ¢ = 22 2F S £ 2
2 E E 2
I_ , Trade-war punitive tariffs (where applicable)3 Logistics Il Machinery [ Fuel
B Tariffs! I Labor (productivity adjusted) [l Electricity B Other?
Sources: World Bank; US Census Bureau; World Trade Organization; US Bureau of Labor Statistics; EnerData; Economist Intelligence Unit; International Labor Organization; International
Federation of Robots; Drewry; National Bureau of Statistics of China; BCG analysis.
"Includes WTO, most favored nation, and preferential tariffs. Excludes anti-dumping, countervailing duties, and all safeguard tariffs except US trade-war tariffs on China. 4

Zncludes materials, capital expenditures on facilities, taxes, and other operating expenses.
3 Refers to US Code §301 tariffs on Chinese imports; graph displays maximum value of 25%.
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Trade Flow Shift| Changing Corridor Mix & Trade Intensity, globally
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1. Corridors in the map above represent ~45% of global trade in 2022. in trade flows 2032 vs 2022, Billion USD
Note: Does not include trade of services l ¢
Sources: UN Comtrade, Oxford Economics, IHS, WTO, BCG Global Trade Model 2023, BCG analysis <0% >2.8% Color of arrow represents 5
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Disclaimer

The services and materials provided by Boston Consulting Group (BCG) are subject to BCG's Standard Terms

(a copy of which is available upon request) or such other agreement as may have been previously executed by BCG.
BCG does not provide legal, accounting, or tax advice. The Client is responsible for obtaining independent advice
concerning these matters. This advice may affect the guidance given by BCG. Further, BCG has made no undertaking
to update these materials after the date hereof, notwithstanding that such information may become outdated

or inaccurate.

The materials contained in this presentation are designed for the sole use by the board of directors or senior
management of the Client and solely for the limited purposes described in the presentation. The materials shall not be
copied or given to any person or entity other than the Client (“Third Party”) without the prior written consent of BCG.
These materials serve only as the focus for discussion; they are incomplete without the accompanying oral commentary
and may not be relied on as a stand-alone document. Further, Third Parties may not, and it is unreasonable for any
Third Party to, rely on these materials for any purpose whatsoever. To the fullest extent permitted by law (and except
to the extent otherwise agreed in a signed writing by BCG), BCG shall have no liability whatsoever to any Third Party,
and any Third Party hereby waives any rights and claims it may have at any time against BCG with regard to the
services, this presentation, or other materials, including the accuracy or completeness thereof. Receipt and review

of this document shall be deemed agreement with and consideration for the foregoing.

BCG does not provide fairness opinions or valuations of market transactions, and these materials should not be relied

on or construed as such. Further, the financial evaluations, projected market and financial information, and conclusions
contained in these materials are based upon standard valuation methodologies, are not definitive forecasts, and are not
guaranteed by BCG. BCG has used public and/or confidential data and assumptions provided to BCG by the Client.

BCG has not independently verified the data and assumptions used in these analyses. Changes in the underlying data

or operating assumptions will clearly impact the analyses and conclusions.
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