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UNCERTAINTY INCREASES
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Veiligheidsdiensten: =
'Gro OtSte drEiging voor Eié)iz prijsverschillen voor aardgas

Were1d0rde Sinds eind van bij industrie: het ene bedrijf betaalt
Koude Oorlog'

Cette année, rien ne semble pouvoir freiner le cours du café, comme celui du cacao, sur le marché des matiéres
2 ~ the LK Secret Intemgence premiéres. ©Bloomberg
Richard Moore, LIl e UK'S

Chaired by Roula Khalaf, FT editor

China’s export curbs on semiconductor
materials stoke chip output fears

Western customers say restrictions on supply could hit production of advanced
microprocessors and optical products

There is no question that the international world order — the balanced system
that has led to relative peace and stability and delivered rising living standards,
opportunities and prosperity — is under threat in a way we haven'’t seen since

the cold war. But successfully combating this risk is at the very foundation of

, CIA director Bill Burns and Richard Moore, chief of SIS © FT montage/Getty Images




INCREASED VOLATILITY




LONG TERM: FOUR CERTAIN INFLATION SHOCKS

THE ECONOMIC CONSEQUENCES
= OF A HOTTER PLANET

Gempt Wagner

Physical & With a little Shrinking
commodity help labour
shocks of inflation markets

De-globalisation equals
inflation



VERSUS ONE - PROBABLE - DEFLATIONARY SHOCK




THE NEW WORLD ECONOMY

Volatile years ahead

0-10 years 10-30 years
NOMINAL NOMINAL

PRODUCTIVITY INFLATION RATE PRODUCTIVITY INFLATION RATE

Ageing - - - + 0/+ - - - + 0/+

Debt (0] + + + + (0] - - + +

Innovation 0 0 0 0 0 + + + = 0
Climate transition - 0 o/+ i+ i + 0 0 0/+ 0
Multi globalisation - 0/- 0 + + 0/+ 0/+ 0/+ 0 i

Aggregate Impact

Source: The New World Economy, Koen De Leus & Philippe Gijsels




FROMTHE POST-WAR BOOM AND STAGFLATION

Stagflation

Post-war boom
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TO THE GREAT MODERATION ... AND THE GREAT DISEQUILIBRIUM

Stagtlation

The Great Disequilibrium

1 Post-war boom The Great Moderation




LEADING TO HIGHER & MORE VOLATILE INFLATION & RATES ol
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HOW FAR CAN IT GO?

39 Years 40 Years
31Years 20 Vears
/ wrs
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Source: BNP Paribas Fortis research
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The FT's guide to the best books to read this summer

A & ot

= The New World Economy in 5 Trends: Investing in
The LAY
WORLD Times of Superinflation, Hyperinnovation & Climate

Transition by Koen De Leus and Philippe Gijsels (Lannoo)

The authors, who both work at BNP Paribas Fortis, have written a
book that covers the driving forces in the world economy and
their significance for investors. The former include technological innovation,
the climate crisis, changes in globalisation, debt levels and ageing. In terms of
growth, they argue, these five forces will cancel one another out. But they will
also lead to a world of higher inflation and interest rates. The book is intelligent

and informative. Investors should find it particularly interesting.
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INCREASING POPULATION = FALLING MORTALITY, NOT HIGH FERTILITY!
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Source: Projections by World Data Pro by World Data Lab
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50+ CONSUMER CLASS GROWTH (2022-2040)

Population
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POPULATION GROWTH DECLINE

Country/area 1950 2020 2100 1950-2100 2020-2100
Africa 227,549,260 1,360,677,200 | 3,924,420,600 1,625% 188%
Asia 1,379,048,300 4,664,324,000 | 4,674,249,000 239% 0%

China 543,979,200 1,424,929,800 766,673,300 41% -46%
Japan 84,353,060 125,244,760 73,644,056 -13% -41%
India 357,021,120 1,396,387,100 | 1,529,850,100 329% 10%
Northern America 162,089,340 373,956,670 448,026,100 176% 20%
United States 148,281,550 335,942,000 394,041,150 166% 17%
Latin America 168,335,840 651,836,100 647,399,700 285% -1%
Europe 549,721,700 746,225,340 586,515,460 7% -21%
Belgium 8,617,340 11,561,716 11,521,158 34% 0%
France 41,842,356 64,480,052 60,851,680 45% -6%
Germany 70,964,104 83,328,990 68,936,100 -3% -17%
Italy 46,391,944 59,500,576 36,874,250 -21% -38%
Netherlands 10,093,555 17,434,562 16,580,147 64% -5%
Poland 24,786,240 38,428,370 23,082,364 -7% -40%
Spain 28,069,696 47,363,810 30,880,752 10% -35%
United Kingdom 50,055,068 67,059,470 70,485,070 41% 5%

Bron: Our World in data, United Nations, World Population Prospects (2022)
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MEDIUM RISK

AGEING WILL HURT BELGIUM EVEN MORE - AGEING VULNERABILITY INDEX

Australia
Canada
Denmark
Ireland
Sweden
United States
United Kingdom
Netherlands
Finland
Japan
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Luxembourg
Germany
France
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Portugal
Belgium

[taly

Source: The New World Economy, Koen De Leus, Philippe Gijsels
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AGEING WILL HURT BELGIUM EVEN MORE - AGEING VULNERABILITY INDEX

GENERAL GOVERNMENT REVENUE |  INCREASE DEPENDENCY RATE GENERAL GOVERNMENT NET SHARE PUBLIC PENSION NPV EXTRA OUTLAYS PENSIONS
(IN % GDP) 2022-2050 DEBT IN TOTAL( 20]9) & HEALTHCARE 2022-2050
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B Low Average M High vulnerability
Source: The New World Economy, Koen De Leus, Philippe Gijsels



AGEING VULNERABILITY INDEX / EDITION 2023 VERSUS EDITION 2003

UK, Netherlands, Canada, Sweden,

Finland, Japan, Japan, Germany,
Norway, The Netherlands,
Luxembourg Belgium

,

; German
Australia, %
Canada France,
' Spain, Australia, France, Italy,
Denmark, .
Portugal, UK, US Spain
Ireland

Sweden, US italy

Vulnerability Vulnerability

AGEING VULNERABILITY INDEX 2023 AGEING VULNERABILITY INDEX 2003
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Chart 13: BIS predicts secular inflation
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SECTOREN VAN DE TOEKOMST

BOOMERS HOUDEN VAN /
HEBBEN NOODD AAN...
1. Financieel advies
' 2. Aanpassingswerken in eigen huis
3. Actief ontspannen

4. Ontspanning thuis

' 5. De eeuwige jeugd

| b. Gezondheidszorg

BOOMERS HOUDEN NIET VAN...

1. Kleding
2. Leesmateriaal
' 3. Ongezonde voeding

DAAR PROFITEREN (AANBIEDERS) VAN...

1 Vermogensbeheerders, beursmakelaars, financiéle adviseurs

2. Doe-het-zelf ketens

3. Tuinbouwgerei, cruises, vakantiegerelateerde items, luxewagens -
en moto’s, charmehotels, Las Vegas

4. Consumentenelectronica, shops huisdieren & aanverwanten, hob-
byshops

5. Wellness, Spa’s, vitaminen & preparaten, fitnessgerelateerde pro-
ducten, cosmetische ingrepen, verzorgingsproducten, verse groen-
ten an fruit, vis, weight watchers, wijn, premium biaran

6. Medicijnen voor ouderdomsgerelateerde ziektes, orthopedische
industrie, generische producenten, biotechnologiesector

DAT IS PUINLIJK VOOR ...

1. Kledingzaken, textielproducenten

2. Uitgevers van tijdschriften en kranten
3. Fastfood, traditionele pilsen

VASTGOED is zeer gevoelig voor een asset price meltdown scenario.
De belangrijkste factor voor de waardering van vastgoed blijft evenwel ligging.
In dit opzicht beschikt Viaanderen over talrijke troeven.




REAL ESTATE: VULNERABLE TO ASSET MELTDOWN
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REAL ESTATE: DIFFERENT DEMOGRAPHIC PROFILES US VERSUS EU
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THE FAST INCREASING IMPORTANCE OF THE DIGITAL ECONOMY

Sectors of the Belgian economy (% of GDP)
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Characteristics of the 4" industrial revolution

1. Exponential

] BNP PARIBAS
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blden Era: Biology as Ted

New materials

“EXPONENTIALLY" GROWING TECHNOLOGIES



B e R

// O T - W

- W eiidlenis f




Characteristics of the 4t industrial revolution

1. Exponential
2. Combinatorial

The bank for a changing world

- BNP PARIBAS
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Internet

=

# Radical Life Extension

Social S ce n a ri 0 s # Artificial Super Intelligence

# Artificial General Intelligence

MObIIe II‘F':”Healthy Life Extension
’ y ¢ Circular Economy
Cloud 4 ¥ Logistics Internet
p 7 Energy Internet
Big Data - Analytics 4 il
@ Maker Economy
3D Printing 7 4 )
Autonomous Vehicles
Renewable Energy 4 Sharing Economy
Internet of Things : , Artificial Narrow Intelligence
L / Connected Healthcare
Cognitive Systems
Y 4 Next Generation Automation
Nanotechnology Smart Cities — New Economic Paradigm?

== Disruptive Scenarios

Robotics Next Generation Education

== |nnovation Accelerators
Smart Homes
== Technology Foundation
Connected Car

Smart Grid
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Characteristics of the 4t industrial revolution

1. Exponential
2. Combinatorial
3. Digital
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Strong productivity growth was the new “norm”...

The World Until 2000
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...until it started to slow down
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THE DAWN OF THE RISE OF PRODUCTIVITY ??
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COMPANIES AND INNOVATION
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TO WHAT EXTENT DO YOU WORRY THAT FAR REACHING
DIGITALIZATION MIGHT CAUSE YOU TO FALL BEHIND

More than half of the Belgians are concerned that digitalization
will cause them to them to fall behind

43

TOTAL

<

o

EH B o= = B n
AGE

18-24 25-34 35-44 45-34 29-64

— Totally not
' ﬂ H H ' E

Rather yes

— Totally

Base: Consumers 18+ 3013 - who have access to the internet - June 2023 - In welke mate maakt v zich zorgen dat v, doordat alles meer
en meer digitaal verloopt, achterop dreigt te raken?
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DEBT T0 GDP HAS INCREASED ENORMOUSLY

Global debt-to-GDP, in S trillion and % of GDP, weighted average
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AGEING VULNERABILITY INDEX
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Source: Author’s calculation based on data IMF, UN, OECD
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Primary deficit in order to stabilise debt versus interest rates

Implicit rate | Av.growth Primary Expected av.primary Actual . R ) G it Primary +/-
on gross 2023-2028 Brut debt deficit primary deficit (-) / interest ImPHCIt rate ne('ef:led to
Country debt (2023, (nominal, RG (2023, needed to |deficit (2024, surplus (+) rate 10Y rises to AElAlIEICIC s
IMF) IMF) Ameco) | i bilize debt| OctIMF) | 2010-2019 |(Mar 2024)| 2UaI10Y | atactual
rate Interest rate
Belgium 1,74% 3,19% -1,45% 106% -1,49% -3,53% -0,13% 2,83% -0,36% -0,37%
Germany 1,30% 3,85% -2,55% 67% -1,65% -1,04% 1,51% 2,29% -1,56% -1,01%
France 1,36% 3,26% -1,39% 111% -1,50% -3,03% -2,10% 2,82% -0,44% -0,47%
Italy 2,95% 3,10% -0,16% 140% -0,21% 0,83% 1,28% 3,70%
Netherlands 1,45% 4,12% -2,67% 48% -1,24% 1,67% -0,44% 2,59% -1,53% -0,71%
Portugal 2,07% 4,19% 22,12% 112% -2,29% 0,95% -1,00% 2,99% -1,20% -1,29%
Spain 2,35% 3,92% 1,57% 110% 1,67% -1,26% -3,93% 3,15% -0,77% -0,82%
Japan 0,57% 2,15% -1,58% 258% -4,00% -3,85% -4,51% 0,73% -1,42% -3,59%
UK 4,46% 395% [N  106% OSSN -2,54% -3,15% 3,92% -0,03% -0,03%
us 3,52% 3,79% -0,28% 122% -0,33% -4,07% -4,04% 220% [

Source: IMF WEO april 2023, own calculations; neutral nominal interest rate US/ EU: 2,7% / 2%
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DEBT

DELEVEKAGING
LIKE IN 1800 / 1900



Debt deleveraging / build-up pre-1914 versus 1920-1930; 1928-32

Positif / negative (-) contribution to

Period Debt-to-gdp (in %) deleveraging (in %-points)
Decrease . L
Start End (in %- Primary [Contribution S.tock flow
) balance R-G adjustments*
points)

UK 1822-1913 | 1941 28,3 165,8 299,3 -158,5 25,0
us 1867-1913 30,1 3,2 26,9 40,6 -12,5 -1,3
France 1896-1913 95,6 51,1 44,5 44,7 -0,8 0,7
Average pre-1914 | 1066 | 27,5 ZZETE T e
Canada 1922-1928 | 75,6 53,2 22,4 19,7 8,2 -5,6
France 1921-1929 | 237,0 138,6 98,4 24,7 118,2 -44,5
Italy 1920-1926 | 159,7 89,4 70,3 0,1 44,3 26,0
UK 1923-1929 195,5 170,5 25,0 52,2 -25,6 -1,7
us 1919-1929 33,3 16,3 17,0 18,8 -2,7 0,9
Average 1920-1930 | 140,2 93,6 46,6 -5,0
Developed Ec. 1928-1933 | 61,4 83,7 -22,4 3,5 1,0

* Stock-flow adjustments refer to all factors except the first two, such as capital gains and losses on foreign debt due to
exchange rate changes, restructurings depreciating the value of previously issued debts, and other exceptional financial
operations. Source: Eichengreen et al, In Defense of Public Debt, own calculations

93



Debt deleveraging / build-up post WO-II (1945-1975%*) in developed economies

Positive / negative (-) contribution to
deleveraging (in %-points)

Period Debt-to-gdp (in %)
Decrease
Start End (in %-
points)
Average 95,5 22,4 73,1

Primary |Contribution
balance R-G

Stock flow
adjustments

Source: Eichengreen et al, In Defense of Public Debt
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Figure 2: Average Ex-post Real Rate on Treasury Bills: Advanced Economies and
Emerging Markets, 1945-2009 (3-year moving averages, in percent)
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Source: Reinhart & Sbrancia, The liquidation of government debt, NBER, March 2011



THE MIRACLE OF FINANCIAL REPRESSION

Deleveraging via financial
repression, 1945-1955

Country Debt-to-gdp

1945 1955
Belgium 112,6 63,3
UK 215,6 138,2
US 116 66,2

Source: Reinhart & Sbrancia (2011)
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PRIMARY SURPLUS ?? DIFFICULT!
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The US Is A Low Tax Country
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KEEP REAL YIELDS LOW ...

Real ields (10Y government bonds
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ENERGY SECURITY TOP PRIORITY







Current
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& Targets

Pledged action leads to
2.9°C - time to boost
national climate action
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GREEN INVESTMENT PUSH

- 2. Global Real GDP —— Avoid damage Carbontax -9
- (Percent deviation) Green subsidy — Infrastructure - 4
R . — Simulation total = Transfer -3

2020 25 30 35 10 s R



TO STRAND OR NOT T0 STRAND

Late transition strands more assets

2300 Stranded assets, USD billions
2000
1500
1000
0
Smooth & Early Late & Sudden
m Upstream oil & gas wmCoal mPower mRefineries

Source: Bank of England
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SECTORAL IMPACTS OF NET ZERO SCENARIO

From consumer driven growth to investment drive growth

Global: Real GVA impacts, Net Zero Transformation scenario, 2050
% Differences from Baseline

Total GVA

Manufacturing

E‘ Basic metals & metal products

% Mechanical engineering

“é Coke & refined petroleum products

"rz'u Chemicals & pharmacluticals

Non-metallic minerals

Construction

0 Services

o]

é Transport & storage

v Services (Exc. Transport)

Utilities

E Water, sewerage & waste management
% Gas, steam, cooling, ice manufacture & distribution I

Electric power generation & distribution 22%

Mining

E‘ Oil & natural gas extraction
§ Coal & lignite mining [}

Metals mining, quarry &t related svs

T A} T T T

T
-80% -40% -30% -20% -10% 0% 10% 20%

Source: Oxford Economics / IEA
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SUPPLY (2020-LEVELS) / DEMAND 2021-2050 IN NET ZERO SCENARIO

Metals in a net-zero scenario
Current production rates of some important metals, including

copper, are likely to be inadequate to satisfy future demand.
(supply/demand ratio, energy and non-energy demand coverage)
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WORLD TRADE: SLOWBALIZATION

0
Foreign Trade, CPB World Trade Monitor, SA, Index World, Total, Volume 218 h
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WORLD TRADE: SLOWBALISATION

Ratio of world seaborne trade volume growth to world GDP growth,1990-2024
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X,
.. BECAUSE OF LIMITS GVC
1970 1975 1980 1985 1930 1995 2000 2005 2010 2015
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Sources: WDR 2020 team, using data from Eora26 database: Borin and Mancini (2019); and Johnson and Noguera (2017)
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The offshoring expansion phase has ended
1-6 38%
26% 6737%
Oo———— Row 25%
—_—
16,10%

1990 1993 1996 1999 2002 2005 2008 201 2014 2017 2020

- |-6 is China, India, Korea, Indonesia, Thailand, and Brazil =—— G7 is France, Italy, Germany, UK, Japan, US, and Canada = ROW
Source: Author’s calculations based on UNIDO data, Richard Baldwin, the peak globalisation myth: part 3, VoxEU 144

Note: Manufacturing Value Added, current USD



SUPPLY CHAIN CHALLENGES




SUPPLY CHAIN CHALLENGES

How worried are you about the risk of potential price increases
and/or supply problems for commodities, parts, or goods in the

future?

88

0%

= __

Not- Neutral Concerned

concerned | .
Sources: Survey BNP Paribas Fortis & VITO




COMPANIES PLANNED TO INCREASE NEARSHORING OF SUPPLIERS T0 BOOST
SUPPLY-CHAIN RESILIENCE BUT WOUND UP INCREASING INVENTORY

% of respondents

ﬁ

Increasing inventory of critical products |
Dual sourcing of raw materials I
Increasing inventory along the supply chain |
Regionalizing the supply chain |
Expanding backup production sites |
Reducing stock keeping units in product portfolio I
Nearshorng and increasing supphler base l
Nearshoring production l

0 10 20 30 40 30 60 70

== |mplemented 1 year later Planned in May 2020

Source: McKinsay, J.P. Morgan Strategic Research



WILL GERMANY / EU REMAIN LENIENT AGAINST CHINA?

Car exports by volume (12m sum, mn)

R —

Dec/02 Dec/04 Dec/06 Dec/08 Dec/10 Dec/12 Dec/14 Dec/16 Dec/18 Dec/20

— US (includes some commercial vehicles) = Japan =— Germany -—— South Korea - China (includes some commercial vehicles)

Sources: CEIC, TS Lombard.

Dec/22
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Billion EUR
TS ETEERS=anp
Jun-19 Sep-19 Dec-19 Mar-20 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22
China car exports to EU  mof which EVS EU car exports to China  mof which EVS
For Q1 2022, numbers are derived from the 12 month year-on-year trend over January and February. 149

Source: Eurostat






GOING GREEN - CHEAP & FAST VERSUS SLOW & SECURE

China dominates solar supply chain...
PV modules

100%
80%
60%
40%
20%

0%

2010 2015

m China m Europe m N America

.Tefined commodities..
Polysillicon

100%
80%
60%
40%
20%

0%

2010 2015

m China m Europe m N America

Sources: IEA, TS Lombard

2022

m Rest of the World

2022

m Rest of the World

..from finished product to..

PV cells
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2010
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m Europe

..and intermediate inputs

Silicon wafers
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COMPARATIVE ADVANTAGE IN
MANUFACTURED PRODUCTS"

Revealed

comparative
advantage 2019 Electronics Machinery Vehicles Textiles

Vietnam 3.5 4.2

MARKETS EMBRACING
GLOBALIZATION - e

South Korea
M U lTI [ Philippines
Thailand 1.0 .
Indonesia 0.4 0.5 .
GLOBALISATION | |[ESESE=S
South Africa 0.1 0.5 0.3
—

“Calculated as the ratio of the share of a country’s exports of a particular product in its
total exports versus the share of world exports of the same product in total world exports;
a number above 1indicates that a country has a comparative advantage in that product.

Source: The Atlas Of Economic Complexity, TS Lombard




MULTI GLOBALISATION_2: SERVICES WILL TAKE OVER

20%
2020

12%
2008

9%
1990

1930 1991 1892 1993 1994 1335 1936 1997 1398 1939 2000 2001 2002 2003 2004 2005 2006 2007 2008 2003 2010 201 2012 2013 2014 2005 2006 2017 2018 2019 2020

Source: Baldwin, Peak globalisation Myth: part 4
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