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Topics and issues we will be discussing today

= How has the COVID-19 pandemic changed the global
economic outlook?

= What impact will the pandemic have on corporate
operations longer-term?

= What are the greatest sources of geopolitical risk for
companies?

= Are firms sufficiently prepared to manage political risks?
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Most CEOs worldwide expect the recovery from the
COVID-19 shock to be U-shaped

Based on my current knowledge, | expect the post COVID-19 recovery
scenario for my home economy to be:
55% °8% 57%
49%
42% 43%
29%
\ 25% 2670 21% 26%
21% 3%
17%
12% 110/ 11%
4% 4%
- 1% M 0%
Europe China Japan Chile GCC
U-shaped ®mL-shaped ®mW-shaped ®V-shaped

Source: The Conference Board, C-Suite Challenge, COVID-19 special edition
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CEOs in China are more optimistic on the possibility of an
earlier return to pre-pandemic revenue levels

When do you expect your company’s revenue to be back to early 2020
levels?

40%
35%
30%
25%
20%
15%
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—Qverall CEOs =——China =—Europe =—Japan =——USA

Revenue has Revenue has Before July Between July Between  Between July Later than

not fallen fallen but 2020 and January and and 2021
below early already back December July 2021 December
2020 level to early 2020 2020 2021
level

Source: The Conference Board, C-Suite Challenge, COVID-19 special edition
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COVID-19 crisis is an opportunity to accelerate digital
transformation. CEOs think this time is different.

What are the most important long-term impacts/changes to your company resulting from the
COVID-19 pandemic?
Speed up the digital transformation “
Cause a rethink of our business model —
Reduced business travel —
Accelerate budget reductions —
Be more transparent in communication —
Increase our external collaborations —
EBecome more data-driven
Appreciate more personal interactions “
I .

Conduct more stress tests

Source: The Conference Board, C-Suite Challenge, COVID-19 special edition
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“Rethinking business models” is a top priority as customer
preferences are changing, especially for service industries

that are closer to our home base

Manufacturing| Services Finance

Speed up the pace of transformation into a digitally driven organization 1 2 1
Redu_ce_d business_, travel since videoconferencing has been effective for 5 3 5
a majority of meetings

Accelerate cost management and budget reductions 3 é 3
Cause a rethink of our business model as customer preferences shift 4 ( 1 ) 4
Be more Fransparent in communication and information-sharing at all 5 \6/ 6
organizational levels

Be a flatter organization to de-centralize decision-making 6 9 6
Become more data-driven/make more data-driven decisions 6 7 5
Increase our external collaboration efforts with nontraditional partners 8 5 11
Restructure our supply chain by seeking intermediate goods suppliers 9 11 14

Source: The Conference Board, C-Suite Challenge, COVID-19 special edition
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Political risks have risen dramatically ...

The three emerging power blocs dominate executives' view of
likely geopolitical risks

Role of US in intermnational system 45%
of executives say the effect of
pOIItlcaI risk on their company 1s Role of China in international system _ 26%
higher or much higher than two
years ago erec: I 1~
Role of Russia in international system _ 12%
Transatlantic relations _ 12%
Korean peninsula stability _ 10%
India-Pakistan relations - 6%
. Saudi Arabia-Iran relations 5%
of executives at the largest
Companies say the same
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... with COVID-19 likely intensifying the focus on trade and technology

Negative effect of trade protections is stronger for companies in some

sectors than others

Energy

Smart infrastructure

Telecoms, Media and
Technology

Consumer

Health Sciences and Wellness

Advanced Manufacturing and
Mobility

Financial Services

24% B More negative

l

20%
B More positive

28%
of executives say the global tech
10% industry and markets are shaped
h 27% by geopolitical competition, and

26%
A7%

20%

42%

24%

47%

say technological innovation
accelerates geopolitical
competition

9%
37%

P

Page 10 25 June 2020 Geostrategy in Practice 2020 EY



It is important to assign responsibility for political risk — and then empower
those responsible

Most companies globally assign political risk ownership, but there is a strong lack of consensus in the
C-suite about who should own political risk management

Risk management/CRO 26%
Finance/treasury/CFO 24%

Strategy 9%

7 O% General counsel 8%

Information security 8%

Operations/supply chain/COO 7%

Government relations/public

policy/public affairs 2

of executives say their company has
an individual or function assigned
responsibility for political risk

Physical security 5%

Country presidents/management 3%
management
Corporate social responsibility 2%
Investor relations 2%

Page 11 25 June 2020 Geostrategy in Practice 2020 EY



Make sure you have the right tools for the job

Which of the following does your company do to manage political risk? For those business activities
not done, to what extent would the following improve your company’s ability to manage political risk?

Collect data on sources of political risk (e.g., early wamning indicators)
Conduct scenario analysis on political developments
Integrate political risk analysis into enterprise risk management 85% A%
Perform assessments of political risk exposure
Recruit individuals with political experience onto the board/senior leadership
Balance exposure to high political risk geographies via diversification
Integrate political risk analysis into strategic planning
Consider political risk analysis during market entry decisions
Obtain political risk insight from external sources
Establish a cross-functional office to coordinate political risk management 64% 15%
Model impact of political risk events
Develop trusted stakeholder relationships 59% 11%
Buy political risk insurance 54% 15%

I Doing now
B Would improve

P
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Checking the box won’t help the bottom line — companies need to integrate
political risk management into their core

Board attention is crucial

58%

of boards are spending
more time on political risk
now than they did two
years ago — rising to 63%
of the boards of the largest
companies

Page 13 25 June 2020

... as is
communication ...

of executives say more
dynamic process around
communication of political
risks would significantly or
highly improve political risk
management

Geostrategy in Practice 2020

... and breaking
down silos

66%

of companies that have
individuals with political
experience in leadership
positions reporting that
overcoming silos would
improve political risk
management

e
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Join us for our next and final Global Horizons
Virtual Panel

COVID-19 & The Future Of Global Supply Chains

July 16,2020 11:00 AM ET [11:00] (New York) / 4.00 PM (UK) / 5.00 pm
(Brussels) / 11.00 pm (Singapore)

- Bart van

. Ark (Moderator)

e [Cxecutive Vice
President & Global
Chief Economist;

The Conference Board

Douglas Bell
Global Trade Policy
Leader
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Register at:
https://www.conference-board.org/webcasts/global-horizons-virtual
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https://globalhorizons.live/conference/
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COVID-19

CORONAVIRUS

IMPLICATIONS FOR BUSINESS

Want to hear more about this topic and how the spread of
COVID-19 will impact business and the global economy?

The Conference Board has gathered insights and learnings from our
thought leaders and member network which we hope will be helpful as you
formulate, implement and manage your own crisis response.

Explore all of these resources on our website at
https://www.conference-board.org/COVID-19.
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Oxford Analytica COVID-19 resource hub

Every business day, we cover the key implications of COVID-19,

P

Scenario planning for COVID-19

How we can help you plan for the long-
term economic, social, political and
security ramifications of the pandemic

VAPOR Country Risk Ratings
COVID-19 update

A special edition of our country risk
ratings report has been published
accounting for the impact of COVID-109.

|
/|

Find out more at oxan.to/covid19hub

g obally;’ reglonally and for specific countries and sectors
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Weekly Brief

Sign up for free analysis on
the week’s major geopolitical
and economic developments.

COVID-19 analysis
fortnightly update

Read a selection of COVID-19
related analysis, updated
fortnightly.



