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Globalization (trends and impacts)

«  Future of globalization

e  Free Trade Era

 [ise of Protectionism

Technology trends

Disruptive technology vs. Globalization
Omni Channel

e  Reflection
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Irends - Consuming Class

From 1990 to 2025, three billion people are set to join the world’s consuming class

7.9
World population in Billion a8

Below Consuming Class 5.3 37
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Trends - Rising Middle Class

Emergence of a global middle class with considerable spending power +240 million middle-
class households will arise in India and urban China over next 15 years

1%

m Affluent

B New Mainstream

» Mass
" Poor
2@mnual Disposable Income for Conggmption (US$ PPP): 2022
Affluent: >US$50,000 ’ Mass: US$9,000-25,000 |
New Mainstream: US$25,0I8-50,000 Poor: <US$9,000 =
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Irends - Growth of Emerging Markets

* Natural Resources

* Accelerating Growth

* Technological Advancement

» Advantage of Skip Cycle

* The Power of Commerce

2014

Lus [ 70
2.China [ 10,335

3.Japan [ 4.606
4. Germany [ 3,865
5.0k 2951
b.France [ 2,835
T.Brazil 2,346
8.lItaly 2149
9.Indla 2,055
10. Russia ] 1,861

Source: The Economist Intelligence Unit

Nominal GDP
(USS Billion)
2050
1. China 105,916
2.U8
3. India 63,842
4, Indonesia 15,432

5. Japan [ 11367
6. Germany [ 11,334

7.Brazil [ 10,334 Economy Moves Up Rankings

8. Mexico 9,826 B Economy Moves Down Rankings

9. UK 95812 B Economy Remains at Rankings
10. France [ 9,671
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Trends - Rise of Mega Cities

* From 25 to 60 mega cities

* 2020 1/4 of the global
wealth will be located in 60
cities

* Tianjin = Sweden
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Trends - Future Growth of Meqga Cities

By 2030, these 12 cities are expected to

enter the ranks of the planet’s mega cities:
2030 Population

* Bogota 40 Million -
25 Million
e Lahore 10 Millien ——
e Lima
* Luanda
* Johannesburg
New York
¢ Ahmadabad Los Angeles

» Hyderabad

* Bangalore Mexico City

* Chennai
* Bangkok Sao Paulo—
. Chengdu Buenos Aires

* Ho Chi Minh City

Bogata

Cities with a Projected 2030 Population of More Than 10 Million
Change in Population from 2014 to 2030

Popul 16-30% 46%
Decl +0-15% ; or More
[ Chengdu Tokyo and Osaka
Dhaka - ‘{rChongqlng Both are expected
Moscow Kolkata - | f ; r~Beljing to lose population
Hyderabad -, | | /|| - Tianjin due to low birth
London Delhl j\‘ \ “ W | ~shanghai :’::;sl andlt:cllnlm
Parls Lahore 1\ || I/ | -Guangzhou et
Istanbul ) Karachl \‘ | \‘ ll I Tokyo
‘ 0saka
Cai
! r. Shenzhen
Lagogey Ahmadabad B"‘i’k Sianiia
o Chi Minh City

Mumbal ‘

: S  Kinshas Bangalore
Lima™ Rio de Janeiro Chennai
* Luanda, Angola

Johannesburg

Bolded Cities: Projected to surpass 10 million people between 2014 and 2030
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Trends - Future Growth of Meqga Cities
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O CETRIKIE World's Middle Class Growth 'ﬁl'{’.g.’.q

_mﬁm y | Europe

59.8%
Middle

Percentage iR "

change per
region

Source: OECD
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Trends - Growth of the Middle Class

ASEAN

* Expected to Exceed 100 million by 2020 | Shares of Global Middle Class Consumption, 2000-2050

100%
90% §
80% FE

- - 70:/;0 Eu
China and India (;gof' Other Asia
* 240 million new middle class households | 0% E -

expected over next the 15 years ';’g

10%
0%
‘00 ‘03 '06 ‘09 ‘12 '15 ‘18 21 24 27 '30 ‘33 36 '39 ‘42 '45 ‘48

Source: Titan (2014)
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Millennial Consumer & e-commerce

* Millennials — the engine for
consumer spending in emerging
markets

* Speed + Transparency

* New innovations
* Prime Now

* Drone based Last Mile
* Social Cause
* Remote Locations

USCMarshall

Center for Global Supply Chain Management

Total Retail Sales: Amazon vs. Top Retailers

(Global)
NG Amazon
$70,000 Amazon Surpasses
£ $50,000 ,
E $40,000 Best Buy X
$30,000 ,
§20,000 —-CPenney
$10,000 —
$0

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: Company Filings, Internet Retailers, BI Intelligence Estimates
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Global Customer & Supply Networks

APEC Economies are Moving Away from Traditional Manufacturing and Becoming
Service-Based Economies

70%

61%

60%
50% -
40% -

30%

0,
20%  j20

10% -

0%
1980 1990 2000 2010 2020e 2030e

—Services —Industry

Source: World Bank OECD Database
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Benefits of Globalization

1) Free trade

2) Free movement of labor

3) Increased economies of scale

4) Greater competition

5) Increased investment Globalization

By Guile3691
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2017 — the year that changed the face of globalization?

Various events of 2016 seem to have marked the end of a long phase of
globalization driven largely by:

\Western multinationals
Markets and laws

«Startling rise in wealth in emerging economies.
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Can the world afford to go to isolation?

Globalization seems to be running out of steam:

*Economic growth is slow
*Protectionism is spreading
*New regional powers are rising, undermining the existence of the unipolar

world.

Two events of the past year have taught us to expect the unexpected:
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Global trade is lower than its peak!

65
60 Peak 2008 level: 61%
2015 level: 58%
55
50
45
40
35
30
25
20
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Protectionist measures dominate and distort global trade
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4th Century - 18th Century 8th Century - 11th Century 15th Century 16th Century - 18th Century

The Sogdians dominated The Vikings and Varangians The Age of Sail and the Trade in East Indies were
the East-West trade route traded as they sailed from Industrial Revolution dominated by Portugal,
known as the Silk Road and to Scandinavia Dutch and British
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19th Century 20th Century 21st Century

Transportation was New ideas and significant

Transformed the
revolutionized by improvements in transportation industry
railways and motor transportation
vehicles
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Aqreements

1944 1947
The Bretton Woods Agreement General Agreement on
was developed at the United Tariffs and Trade was
Nations Monetary and Financial established
Conference

GATT

(h

USCMarshall

Center for Global Supply Chain Management

1990's

The European Union
established a bilateral
trade agreement with the
Middle East
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(e Agreements

1994 1995 2016
North American Free Trade % .
Agreement (NAFTA) was ‘// gOI}LD TRADE TPP
implemented Al ARSI Agreement
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Multilateral Trade Agreements

- European Free Trade Association - Southern African Development
(EFTA) - 1960 Community (SADC) - 1980
- ASEAN Free Trade Area - 1992 - North American Free Trade

Agreement (NAFTA) - 1994

- South Asian Free Trade Area
(SAFTA) - 2004 - G-3 Free Trade Agreement - 1995

UNASUR
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Bilateral Trade Agreements

« United States-Jordan Free Trade
Agreement

- Canada-Colombia Free Trade Agreement

- India - Sri Lanka Free Trade Agreement

- Australia, China-Australia Free Trade
Agreement

- Japan - Brunei Free Trade Agreement

- China-Pakistan Free Trade Agreement
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What motivates Protectionism

Protectionist tendencies have grown because of slow growth and widening trade imbalances

Response to import Response to chronic Employment Protect “fledgling” -
“Dumping” trade gap / deficits protection infant sectors

Protect key / Raise extra revenues Response to a
politically strategic for governments with recession / stagnant
industries budget deficits domestic demand

More countries have opted to “manage” their currencies — another form of protectionism
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Negative Impact of Trade Barriers

Protectionism invites a retaliatory response and countries can get locked into trade wars

\\ MDD

Regressive effect on By-passing import :
income inequality Higher costs for exporters

The WTO has found it impossible to negotiate a wide ranging global trade agreement
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Potential Curbs Introduced during 2011-12

-
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Canada United Kingdom Germany Turkey

l
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|
| |

. } France
109
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: Saudi
|ta|y Arabia
: | India
‘ o European
Mexico Arientlna South Africa ‘Union '

‘ Harmful, beggar-thy-neighbour measures imposed since November 2008 to the end of August 2013

.i Brazil ‘ ‘ . Rasla

China
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WTO warned the rise of protectionists measures by 620 countries in 2016

*According to the WTO since 2008, G20 economies have introduced 1,583
new trade restricting measures and removed just 387. Between mid-October
of 2015 and mid-May of 2016 they introduced 145 new protectionist
measures — a monthly average of just under 21, the worst seen since the
WTO began monitoring G20 economies in 2009.
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Competitive Landscape

The 2010s saw many different parties investing meaningful capital in the production of
AVs.

GOOGLE

AMAZON

CATERPILLAR
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30 Printing

When 3D printing becomes prevalent, it will:

- Drastically reduce the lead-time from prototype to production

- Improve and simplify supplier qualification process

- Reduce need for moving (shipping) product / prototype samples across seas
- Enable products to be made / fabricated locally (read near customer)

3D printing is a technology that
enables product creation through
the spraying of fine powdered
substances such as metals and
ceramics

MakerBo

USCMal'Shall USC Universityof

Center for Global Supply Chain Management Souther n Ca]ifor l’lia



4

Sie

USCM&I‘ShaH = USC University of

Center for Global Supply Chain Management Souther n Ca].ifor nia




USCMarshall

Center for Global Supply Chain Management

UDAR ............................................................................ . E ........ PoslT.oN ES“MATOR

A rotating sensor on the roof : : A sensor mounted on the left
scans more than 200 feet in all rear wheel measures small
directions to generate a precise movements made by the car
three-dimensional map of the and helps to accurately locate
car's surroundings. its position on the map.

VIDEO CAMERA ...........
A camera
mounted near the
rear-view mirror
detects traffic
lights and helps
the car's onboard
computers
recognize moving
obstacles like
pedestrians and
bicyclists.
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Massive displacement of labor is caused by disruptive technology and not as
much by globalization.

*The proportion of Americans employed in manufacturing has dropped from 30 percent in the post-Warld
War [l years to around 10 percent in 2013—partly because of increasing automation, especially during the
1980s.
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— — — — WheretheJobsAreGoing — — — -

There is plenty of evidence that technological advances are affecting what jobs are in demand. High-
skill positions that often take advantage of computers are growing, as are low-skill jobs doing work,
such as home health care, that is difficult to automate. Many mid-skill jobs, however, are disappearing.

©U.S. job growth

by decade 19408

The percentage change
in nonfarm employment

through the last seven 0
decades illustrates just 37.7 /0
how dismal job prospects

have been since 2000.
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| Globalization

Employment for the Future?

*We need constant re-education and re-skilling to match labor
demands

*Create a new labor force to go beyond basic computer literacy and
acquire skills in coding, software development, and computer science.

*There will be an increase in the need for developers and
programmers who can create software to go with advanced
machines, including robotics, or algorithms for Al.
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KIOSKS

GAME CONSOLES
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Multi-Channel

Single Channel

&% ae g =

o Customer sees multiple

o Customers experient
singie type of touth-point ouch-points acting
ndependently

* Retailess have a singlé type
of touth-point
and OPErALONS exist in

S SN <+ P P P
sChiedal & TunCuonal S505

1€ al
The Legacy The Reality

USCMarshall

Center for Global Supply Chain Management

e Higtaless' channgl knowledae

Cross-Channel Omni-Channel

R E

o Customer sees multiple

o Customears expenence 3 brand,
touch-poents as part of the not a channel within a brand
same brand

o Retaders leverage ther ‘angle
e Rptallers have a ‘angle view ot vigw of the customer’ in
e CuSIOmMer” DUt Operale in COOrgnated and Strateged ways
functional sios

The Aspiration The Nirvana
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The Relevance of Brick-&-Mortar
Stores in an Omni-Channel World

oo,

Why do shoppers still prefer stores and what can
retailers do to better serve the omni-channel customer?
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The disruption will continue to advance in our society. The equity
distribution for those who disrupt is very large than those being disrupted.

*Is there a way this can be planned and managed by public, private and global

governance so we can create a duality of harmonious advancement of our
human spices?
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