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“I THINK THERE IS ©
A WORLD MARKET
FOR MAYBE FIVE
COMPUTERS.”
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Rise of the rest An aging world Greater-global
Interconnections




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

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

Earth’s economic center of gravity

1980 1990

2000

1970
1960

1950

2010

2025
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Nearly 3 billion people will join the consuming
class by 2025

World population, billion

Share of population
in consuming class
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SOURCE: Homi Kharas; Angus Maddison; McKinsey Global Institute Cityscope 2.0
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China’s Belt and Road Initiative will span over 65 countries
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Silk Road Economic Belt

Maritime Silk Road Initiative

65+

countries committed

$1.4

trillion total investment
(12x the Marshall Plan)

$250

billion in projects
underway
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Number of EM cities on course to
generate half of global growth
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By 2025, 7.5 million wealthy Chinese households will account for
44% of the global luxury-goods market

Global personal luxury-

goods market evolution,
Billion RMB

2,700

[ other worldwide consumers 2 ’ 170

[ cChinese consumers

1,679
1,482
1,263
o | L trillion
36% RMB
W 32% _
120 :
SOURCE: “ChineseZI6<\6y8 nsumers: More global, more dei ma d tll spending”, MGl report Augu t2%7016 2020E 2025E
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As incomes grow, caloric intake, especially from milk and
meat, will rise — AgFood will be a huge opportunity

Worldwide production by 2050

Millions of tons

Milk Meat

455

2015 2050 2015 2050 L g B

SOURCE: Food and Agriculture Organization of the United Nations
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Shanghai 1987
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Fertility rates have been declining globally
Children per women (over lifetime)
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SOURCE: UN population data; World Bank; McKinsey Global Institute analysis
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At past rates of productivity growth, GDP growth would slow by about

40 percent

GDP of G19 and Nigeria
Compound annual growth rate, %

-40%
Productivity
growth

Employment
growth 1.7

0.3

Past 50 years Next 50 years at historical
productivity growth

NOTE: Numbers may not sum due to rounding.

SOURCE: The Conference Board Total Economy Database; UN Population Division; McKinsey Global Institute analysis
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The pace of technological change is accelerating — driven by three factors

More data has
been created in the
past two years than 1
the entire previous

history of the 3

human race Computing

power
(Moore’s
Law)

2

Connectedness

Number of connected and intelligence
devices will triple to
20 billion by 2020

SOURCE: Gartner; IBM, Apple

IPhone 7 is 120x
faster than the first
IPhone released
just 9 years ago
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Technological breakthroughs are speeding up

Mobile
Internet

Advanced
robotics

3D
Printing

First phone call

>

1876

115 years
Hargreaves’
Jenny 1764

198 years
Printing press
1448

505 years

>

>

SOURCE: McKinsey Global Institute analysis

First website
1991

16 years

GM’s Unimate
1962

48 years

Computer printer

1953

31 years

First iPhone
2007

Google’s Schaft
2010

3D printer
1984
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Adoption to new consumer trends happens suddenly

E-commerce adoption
Percent of total retail value

Sharing economy adoption
Number of ehailing trips

12
China
10
8
Germany
6 U.S.
4
2
O |
2000 2005 2010 2015

SOURCE: Uber; eMarketer

China cities

Cities in other
countries

Months since launch
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Technological advancement is driving productivity gains with less labor

Detroit, 1990 Revenues Employees Market cap

e @ $250 billion 1.2 million $36 billion

Silicon Valley, 2016

Google 'i $330 bilion 188,000  $1,626 billion
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Data is the new major flow

Bandwidth - T
Gigabits per second (Gbps) <50 50-100

20051
100% = 4.7 Terabits per second
(Tbps)

SOURCE: TeleGeography; McKinsey Global Institute analysis

100-500

500-1,000

1,000-5,000

—
5,000-20,000

2014 45X larger
100%=211 Thps

/
>20,000
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No global recession in an unlinked world
Real GDP growth, PPP adjusted, %

1
=
T

70 80 90

SOURCE: World Bank; McKinsey Global Institute analysis

1950 60

2000
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The world’s first truly global recession in a linked world
Real GDP growth, PPP adjusted, %

1
=
T

1950 60 2000

SOURCE: World Bank; McKinsey Global Institute analysis

2010
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We found Al to deliver real impact for all businesses

online sales increase for a retailer

faster production time for an
advanced industries manufacturer

potential reduction in electricity

Electricity .
generation costs

Health care

[vp ~10% potential savings on global health
b care expenditure

McKinsey & Company | 28



Our approach focuses on activities and the capabilities of currently

demonstrated technologies

I I T

-@ Retail salespeople

Food and beverage
service workers

Teachers

Health practitioners

00O®

Greet customers

Answer questions about
products and services e Linguistic

Clean and maintain work
areas e Cognitive

Demonstrate product _
features e Sensory perception

Process sales and e Physical
transactions

) ~2,000 activities assessed Based on currently demonstrated
~800 occupations : 2
across all occupations technology capabilities as of 2016

NOTE: Analysis based on currently available of demonstrated technology capabilities as of 2016.

SOURCE: Expert interviews; McKinsey analysis
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Technological advancement has already placed pressure on jobs

Decline in transaction jobs between 1970 and 2010
% workforce share decline for select highly automatable jobs

General clerks

Bookkeeping jobs

Secretaries

Typists

Telephone
operators

SOURCE: US Bureau of Labor Statistics 1972—2010; McKinsey Global Institute analysis
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For 60% of jobs, at least 30% of their activities could be automated

Occupations that
mostly require

managing
others

are least likely to
be automated

Occupations
that mostly require

predictable
physical work

are most likely to be
automated

SOURCE: “Where machines could replace humans—and where they can't (yet),” McKinsey Quarterly, July 2016

Managing
others

Applying
expertise

Stakeholder
interactions

Unpredictable
physical work

Data collection

Data processing

Predictable
physical work
(e.g., welding,
food prep)
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2017/07/skill-reskill-prepare-for-future-of-work/

By 2020

of skills workers
need across
Industries will
have changed




Analytics and Al are transforming the recruiting market

FORTUNE

“Five insights on hiring that Al is building on” §1\‘

GPA and test scores are meaningless

@ iseq

Grit is more important than 1Q or EQ in stressful roles

College club presidents underperform vs. mid-level leaders

Success at a competitor doesn’t equal success at your firm

The percentage of Google employees

Photos on social media don’t predict performance
without a college degree has gradually

increased over time — up to 14% of people
on some teams never went to college
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Five factors impact the pace and extent of automation

Technical Cost of Cost of labor Benefits
progression developing and related including and
and supply-demand beyond
deploying dynamics labor

substitution

Regulatory
and
social
acceptance
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are likely to come from

K emerging markets
oK

2010



Google

2kw electric motor

Hu Auql @ 1o wHuf LAHLAN - wAinadinAum

uamrTAUILTEITM 223,000 T8 (0.33 Sud)

Electric Motor SIEMENS - siemens.com
industry.siemens.comfelectric-motor ~

Find the best electric motor for your needs. More info here!
Motion Control System Industry Blog
Converters Gear Units

2kw Electric Motor - Alibaba.com

www.alibaba.com/showroom/2kw-electric-motor.html = udlamini
2kw Electric Motor, You Can Buy Varous High Quality Zkw Electric Maotor Products from
Global 2kw Electric Motor Suppliers and 2kw Electric Motor ...

electric 2kw scooter - YouTube

www youtube. comfwatch Pv=8Hc-DTwastk

. 10 m.A. 2551 - 81l Twanlas nemirtingasis0

e 2kw DC permanent magnet motor, 40km range,speed 40km/'h | i
SRSy I ] byild this scooter with my brother ;)

12V-48V 130mm 2kW/3kW light weight pancake PM motor ...

www . everything-ev.comfindex. php?main_page...id... = uu Enmi"i'ﬁ
Everything-EV.com - Electric Vehicles, Conversions, Kits, Motors, Controllers, ... Rated
power outputs range between around 2kKW (95) to 3kW (955)" and peak ...

48V 2KW Electric Scooter hub e motor - Golden Motor Canada
www . goldenmotor.cal/search.php?.. 2KW+Electric...motor... = uﬂﬂﬂﬁﬂﬁ

permanent magnetic de motor, hub motor for battery powered bicycles,eleciric outboard
matar.solar fan motor,electric outboard kit,solar charger,solar battery ...

()]
Electric Motor 2kw

www.ebay.co.ukbusiness ™
Great deals on Electric Motor 2kw,
Grab a bargain on eBay today!

Low Cost - Quality Motors

www. tecmotorsdirect.comyd =
Wide Selection of AC Motors
Trade Prices & Fast Delivery

Electric Motor Compressor
wiww.wow.comfElectric+Motor+Compressor ~

Search for Electric Motor Compressor
Look Up Quick Results Mow!

Leroy Somer Spare Parts
www.transdrive.co.uk’ ~

Comprehensive Spare Parts Available
For Motors, Gearboxes and Drives

Motors Fuji Electric

www. fujislectric.com/ =

Brake, Geared, Turbo Motors & More.
Reliable, Highly Efficient Models.

240V Electric Motor
www.ask.com240V+Electric+Motor =

McKinsey & Company 37

QWi plepues vived Nd 849-Y BLUC/LE/C POYIPUIN D€ |

QWi pIEpUELS JIved N 8BL-L BLUC/LE/¢C Poiuld



The average lifetime of companies is declining

Average tenure on the S&P 500
Years

90
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500 million people in advanced economy households had flat or falling
household incomes from 2005-2014

Share of advanced economy households with flat or falling incomes?

000

204 65-70% 500

Of households had Of households had Million people
flat or falling incomes flat or falling incomes

1 By market income; population-weighted average of 25 countries extrapolated from six sample countries (France, Italy, Netherlands, Sweden, UK and US)

SOURCE: “Poorer than their parents?” McKinsey Global Institute, July 2016
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The percentage of households in income segments with flat or falling
iIncomes exploded in the past decade

Share of households with flat or falling incomes?

%

Millions of
people

By market income
Wages and capital income

777777 65-70
<2

1993-2005 2005-14
<10 540-580

By disposable income

Income after accounting for
taxes and transfers

777777 20-25
<2

1993-2005 200514
<10 170-210

1 Population-weighted average of 25 countries extrapolated from six country deep dives; for each country we use the latest year the data are available—
France (2012), Italy (2012 market incomes, 2014 disposable incomes), the Netherlands (2014), Sweden (2013), United Kingdom (2014), and United
States (2013). The base year for France is 1996 and for Sweden is 1995.

SOURCE: McKinsey Global Institute analysis
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We are suffering just now from a bad attack of economic
pessimism. It is common to hear people say that the era of
enormous economic progress which characterised the last
century is over; that the rapid improvement in the
standard of life is now going to slow down ... ; that a
decline in prosperity is more likely than an improvement in
the decade which lies ahead of us.

John Maynard Keynes
Economic Possibllities for
our Grandchildren, 1930

McKinsey & Company 42

IPOIA 1SET



McKinsey&Company

Global Forces

LAEDC ECONOMIC FORECAST

Speech | February 21, 2018

CONFIDENTIAL AND PROPRIETARY WORKING' DRAFT
Any use of this material without specific permission of McKinsey & Company is Last Modified 2/21/2018 6:58 PM Pacific Standard Time
strictly prohibited Printed 2/21/2018 1:18 PM Pacific Standard Time



	Global Forces�
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Four disruptive forces changing the picture
	The economic centre of gravity is shifting east and south at an unprecedented speed
	The economic center of gravity is shifting �east and south at an unprecedented speed
	Nearly 3 billion people will join the consuming�class by 2025
	China’s Belt and Road Initiative will span over 65 countries
	Slide Number 10
	By 2025, 7.5 million wealthy Chinese households will account for 44% of the global luxury-goods market
	As incomes grow, caloric intake, especially from milk and meat, will rise – AgFood will be a huge opportunity
	Shanghai 1987
	Shanghai 2013
	Slide Number 15
	Slide Number 16
	Fertility rates have been declining globally
	At past rates of productivity growth, GDP growth would slow by about 40 percent
	The pace of technological change is accelerating – driven by three factors
	Technological breakthroughs are speeding up
	Adoption to new consumer trends happens suddenly
	Technological advancement is driving productivity gains with less labor
	Data is the new major flow
	No global recession in an unlinked world
	The world’s first truly global recession in a linked world
	The new economic era will be different in six ways
	Heading
	We found AI to deliver real impact for all businesses
	Our approach focuses on activities and the capabilities of currently demonstrated technologies
	Technological advancement has already placed pressure on jobs
	For 60% of jobs, at least 30% of their activities could be automated
	Slide Number 32
	Analytics and AI are transforming the recruiting market
	Five factors impact the pace and extent of automation
	Slide Number 35
	Slide Number 36
	Slide Number 37
	The average lifetime of companies is declining
	Slide Number 39
	500 million people in advanced economy households had flat or falling household incomes from 2005-2014
	The percentage of households in income segments with flat or falling incomes exploded in the past decade
	Slide Number 42
	Global Forces�

