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THE FOUR GLOBAL FORCES BREAKING ALL THE TRENDS
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Unprecedented levels of GDP growth since the 1950s

Contributions to global GDP growth B GDP per capita growth
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SOURCE: Jutta Bolt and Jan Luiten van Zanden, The first update of the Maddison Project: Re-estimating growth before 1820, Maddison Project
working paper number 4, University of Groningen, January 2013; UN Population Division; McKinsey Global Institute analysis



Capital has become increasingly cheaper

Long-term government interest rates in select developed economies
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Four disruptive forces changing the picture
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An aging Disruptive Greater global
world technologies interconnections

Industrialization
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Per capita GDP rises in parallel with urbanization
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3,000 times larger than the UK Industrial Revolution

Country Years to double per capita GDP Population at start
of growth period (million)
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Nearly 3 billion people will join the consuming
class by 2025

World population, billion
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Fertility rates have been declining globally

Children per women (over lifetime)

6.5 7
6.0 -
5.5 1
5.0 A
4.5 A

3.5 -

4.0 -
3.0 -
ZATH

=

1.0 ]
0.5 |
0

1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010

SOURCE: UN population data; World Bank; McKinsey Global Institute analysis

Brazil
China
Germany

India

South Africa
us

17



By 2040, about 1 in 4 people in advanced economies
and China will be 65 years old or older

Share of population 65+, 2040E
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SOURCE: UN Population Division; McKinsey Global Institute analysis 18



Technological breakthroughs are speeding up
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Adoption of new technologies is also accelerating

Time to reach 50 million users
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Technology is disrupting knowledge work
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Cross-border flows have increased 5-fold since 1990

B Financial flows

Service flows
Goods, services, and financial flows: share of GDP, 1980-2012 B Goods flows
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Networks of global trade flows are expanding
. . —— USD 50-100 billion
and becoming much more interconnected e USD 100500 il

I USD 500 billion or more
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SOURCE: The Conference Board Total Economy Database; UN Population Division; McKinsey Global Institute analysis 23



The economic center of gravity is shifting
east and south at an unprecedented speed

Earth’s economic center of gravity
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SOURCE: Angus Maddison; University of Groningen; McKinsey Global Institute analysis



The economic center of gravity is shifting
east and south at an unprecedented speed

Earth’s economic center of gravity
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GDP 2025 (RER)
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GDP 2025 (RER)
$ billion

Developing countries will also have ~150 cities with "
a GDP greater than $50 billion by 2025 o 100200
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Cities with GDP*! greater
than $50 billion in 2025
N = 146 cities

1 Predicted real exchange rate.

SOURCE: McKinsey Global Institute Cityscope 1.1



Tripoli
o
®—cCairo
@
Lagos
Luanda @
Pretoria
L Johannesburg

Cape Town @

Africa’s cities will grow strongly
African cities with GDP?! greater than $20 billion, 2007 and 2025

Casablanca @

Constantine

Algiers _
Oran. ‘ @® Tunis Alexandria
Banghazi
® o
Tripoli
Cairo
o
bad Khartoum
a a‘n ® Abuja
Lagos Nairobi
o
Luanda @
o
Huambo
Tshwane
Vaal
Triangle Johannesburg
Durban
Cape Town ®

East London

1 Predicted real exchange rate.




Even within countries, granular product strategies will
be necessary | CHINA EXAMPLE

Jingjinjicluster

Shandong
cluster
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By 2025, emerging regions are expected to be home to
almost 230 companies in the Fortune Global 500
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