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Methodology of the
annual Geostrategic
Outlook

-
EY Parthenon

The annual presents analysis by the EY
Geostrategic Business Group (GBG) on the global political risk
environment in the year ahead.

The GBG defines political risk as the that political decisions,
events or conditions at the geopolitical, country, regulatory or societal
level will the performance of a company, market or economy.

To select the top 10 geopolitical developments in the 2024 Geostrategic
Outlook, the GBG the identification of developments
from dozens of subject matter resources across EY teams, including
those focused on public policy, strategy, macro trends and sector-level
developments across all geographical regions. The GBG then

the trends and assessed their level of impact on global organizations.

The top 10 developments included in the Geostrategic Outlook are
those that were assessed to be both and
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2024 Geostrategic Outlook

Top 10
geopolitical
developmentsiin
2024

There are two key themes for the top
10 geopolitical developments in 2024:

. Multipolarity O De-risking

st
EY Parthenon

e The geopolitical multiverse

a Geopolitics of Al

e Domestic challenges in the US and China

@ Global elections supercycle

@ Prioritizing economic security
@ The diversification agenda

e Geopolitics of the oceans

Sustainability
e Competition for commodities

@ Dual track green policies

Climate adaptation imperative
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Policy choices will incentivize
manufacturing firms to shift
operations and supply chains

Policies to expand domestic advanced manufacturing capabilities
and Beijing’s relations with the US and other developed markets
will affect manufacturers’ growth prospects in China.

Manufacturers will likely be able to access preferential
government financing, tax credits or other subsidies for new
capital expenditure projects.

Labor market policies and the skill availability in alternative
markets will be important considerations for industrial
companies that require higher skilled labor.

Competition for commodities will affect the price and availability
of critical minerals that are needed for a range of inputs,
including semiconductors and water.

Conflicts may lead to increase in prices of oil, some key
fertilizers, organic chemicals and bromine.

o The geopolitical multiverse

e Domestic challenges in the US and China

Strategy

@ Prioritizing economic security

Supply

] @ The diversification agenda
chain

Geopolitics of the oceans

Sustainability
e Competition for commodities

White font indicates the development is likely
to have direct impacts on the sector.

‘ Multipolarity O De-risking

Source: EY analysis
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The geopolitical multiverse will affect global business
models and strategies

Corporate attention to geopolitics has waned somewhat even though risks remain elevated

Tensions between the US, EU and China will

_ o _ o _ _ continue to influence global dynamics.
GDP-weighted global average of political risk; mentions of geopolitical risk in companies’ event transcripts
Geopolitical swing states, such as India, Saudi
Arabia, Turkey and Brazil, will become more
940 900 important drivers of geopolitics.
os 800 A variety of smaller countries and non-state actors
700 will likely challenge the status quo, raising the risk of
more violent conflicts.
49.2 600
00 Overlapping organizations, groupings and creative
9.1 coalitions will emerge on different issues.
400 . . .
Companies should realign global footprints
49.0 300 and corporate strategies to fit a more complex,
200 multipolar geopolitical landscape.
48.9
100
488 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 o
o (e} o o ~ ~ ~ ~ [ee) o] [oe] [ce] (o)) [2)} [¢)] [} o o o o — — — - o~ o o~ o~ m o o [32]
T T X T T gYROyigoEeigoeosfgoesrde T IoeorrIOQ
5 232§ 58 228823282328 =538z=2%5%38=5%38=s%5323§

e GDP-weighted global average of political risk (left axis) e Company documents mentioning geopolitical risk (right axis)

Sources: GeoQuant, from BMI, a Fitch Solutions Company; Alphasense

Note: The terms included in the count of company event transcripts include geopolitical risk(s), geopolitical, geopolitics and political risk(s). This datais presented as a rolling three-month average.
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Domestic challenges in the US and China will heighten
global uncertainty

China and the US combined represent about half of some global economic activities

Share of China and US in the world, selected indicators In the US, the 2024 election will heighten societal
tensions and policy uncertainty.

Legislative status at the federal level means states
will continue to enact divergent laws
and regulations.

China’s challenge stems from whether the official
policy mix will effectively address financial and
macroeconomic weaknesses.

Stock market
capitalization

Beijing will continue to prioritize national security
and domestic stability over economic growth.

Patents
filed

Manufacturing
value added

Companies should factor US and China dynamics, as
well as their impact on other countries, into
corporate growth forecasts.

Key: H US M China Rest of world

Sources: International Monetary Fund, World Bank, World Federation of Exchanges, World Intellectual Property Organization

Note: The dataare thelatest available indicators, as of October 2023. GDP is measured in US dollars at market exchange rates.
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Prioritizing economic security will lead to more
government intervention in economies

Economic security policies are widespread and are continuing to expand

Objectives include reducing reliance on competitors,
promoting domestic industry competitiveness and
supporting domestic sociopolitical stability.

Official policy measures related to economic security, select jurisdictions

Highly strategic sectors such as aerospace and digital

China EU us Japan . . . .
P technologies will be subject to export controls, entity
Export controls (1) . - - lists and investment screening.
i Y e . .

Tariffs (1) : ¢ ° Traditional strategic sectors such as critical

Inbound FDI screening o infrastructure and energy will face a mix of controls

Outbound FDI screening ° ° ° and incentives for domestic production and secure

ly chains.

Anti-coercion policy ® L] ® supply chains

Data sovereignty measures ° Emerging strategic sectors such as health care and
agriculture will be targeted with policies to enhance

Sanctions on economic security grounds ® ® . q q q
resilience to supply chain disruptions.

Subsidies and tax credits ® ) ® () ) )
Companies should adapt their strategy based on

Local content requirements (2) [} ® . . .
whether parts of their supply chains are strategic

Public procurement restrictions . now or are likely to become strategic in the future.

Dedicated ministry/function [ J

Implemented for highly and traditional strategic sectors @ Political discussion to introduce or expand measures
Implemented for highly or traditional strategic sectors [] None

Source: EY Geostrategic Business Group analysis

Notes: (1) Trade measures targeting goods and sectors considered strategic in the context of economic security; (2) requirements used as a cond ition to access subsidies and tax credits.
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The diversification agenda will pose both upside and
downside political risks

A variety of diversification markets are beginning to attract significant greenfield investments Heightened levels of geopolitical risk will remain

one of the primary drivers of diversification and

Value of announced greenfield foreign direct investment (FDI) projects, by destination (billions of US dollars) nvestment in alternative markets

At the country level, government incentives will
80 r offer opportunities to invest — particularly in

strategic sectors.
70

But transportation infrastructure, access to
60 f electricity and talent dynamics could pose

downside risks in some markets.
50 |

Sustainability will have a more mixed impact on the
40 diversification agenda, given the trend toward
carbon taxes and emissions reporting

30 | / requirements.

20 r Companies should rethink their supply chain
\ strategies and potentially expand production
0 capacity and supplier relationships in new markets.
0 1 1 1 1 1 1 1 1 1 J
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
India MexicO  emmm\/ietnam Morocco Indonesia Argentina

Source: United Nations Conference on Trade and Development (UNCTAD)
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The geopolitics of the oceans will affect supply chains, food
supplies and energy security

Maritime insurance premiums continue to rise, in part due to geopolitical risk Almost all global goods trade (90%) is shipped via

maritime routes, but many of the world’s busiest
maritime transit corridors are at risk of geopolitical

Maritime insurance premiums by region (billions of US dollars)

disruption.
40 Physical and cyber attacks on seabed internet
. cables, which account for at least 95% of
intercontinental data traffic, are likely to persist.
30 Deep sea mining could account for at least a third of
. future critical minerals supplies, but most resources
are in international waters.
20 The dwindling of fish stocks could lead to
s heightened international tensions.
Companies should mitigate the potential impacts of
10 maritime shipping insurance rate increases,
. shipment delays, or damaged cargos and vessels.
0
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

B Europe ™ Asia-Pacific ™ Latin America North America Middle East Africa

Source: International Union of Maritime Insurance
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The competition for commodities will provide investment
opportunities and supply challenges

Mining exploration spending has increased 35% in recent years, with significant growth

China will retain its strategic position as the largest
in developed markets

refiner of critical minerals, as other countries seek

to move up the value chain or secure new supplies.
Mining exploration spending by destination (USD millions)

Continued food insecurity and instability
are intensifying the competition for agricultural

3,500 1% commodities.
3000 | 86% Energy and food will become more interconnected
s as biofuels are part of current decarbonization
2,500 efforts.
2 000 Geopolitical tensions in water-stressed regions are
’ 87% likely to rise, while domestic policymakers adjust
1500 how water resources are allocated across sectors.
" Companies should analyze access to renewable
1,000 4% 139% energy and water, as well as the potential for public
-17% o o . .
<00 ﬁ . ' 21% 19% attention to companies’ water and energy usage.
; . IR

Canada Australia Chile Mexico Peru China Argentina Russia Brazil DR Congo Other

m2018 m2022

Source: S&P Global Market CapitallQ Pro

Note: The top 12 markets for mining exploration spending are included on the graph.
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Global scenario analysis reveals diverging paths for
geopolitics, economic policies and company strategies

Systemic shocks have moved the world away from more open globalization The primary drivers of the future global operating
Four plausible global scenarios for 2027 environment are the nature of geopolitical
relations and the trend in countries’ economic
.Loose Autarky for all Full globalization ® policy stance.
alliances

While recent shocks have created momentum
. toward a Cold War Il scenario, events in the near
and medium term could shift the trajectory toward

Self-reliance reigns Globalization light .
another scenario.

. The top 10 geopolitical developments in 2024 will
Early 2020

be important signposts in anticipating how
globalization is likely to evolve.

Geopolitical
relations The multipolar developments are likely to push the

geopolitical environment toward more distinct
blocs or networks of alliances.

. The de-risking developments point toward greater
Today nationalist competition in economic policies — at
. . least for strategic sectors.

Cold War Il Friends first

DiStinCt G|0ba| network of Source: Jeff Wray and OliverJones, et al., “Prepare now for the new era of globalization,” ey.com,
blocs | @ World War lll regional blocs @

Nationalist Economic policy Internationalist
statism stance liberalization



https://www.ey.com/en_gl/geostrategy/future-of-globalization

2024 Geostrategic Outlook

There are three no-regrets geostrategic moves executives can take
to help their companies thrive amid the ongoing geopolitical complexity

01 02 03

Adapt sustainability
strategies to
geopolitical
realities

Build geopolitical
considerations into
business models
and strategies

Increase the
resilience of global
supply chains

it
EY Parthenon
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