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Emerging Markets at a turning point

» Emerging markets in my lifetime
» The Changing Landscape

» The turning point
— New global order
— Changing demographics
— Resource challenges

» Emerging markets in your lifetime
— New challenges
— New opportunities



Rural / urban development — my simple model
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Rural / urban development — examples

Population vs. GDP/Capita PPP 2010 (US=100)*

India _ Mexico
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* Estimates based on The Economist Intelligence Unit, Price Waterhouse Cooper and country statistics



Rural/ urban development — some key variables
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1960 — 1980 Japan/Korea and Brazilian miracle
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The world 1n 1980
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Emerging Markets at a turning point

Past 25 years

Next decades

» Fast rise of China

» Collapse of USSR

» A poor rural EM world
» TOO many young

» Green Revolution

» Securing oll

» Uncertain China

» Steady rise of India/Africa

» An aspiring urban EM world
» Too many old

» Scramble for food

» End of oil/ biofuels
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Overview
Key figures

GDP 2010: $5.9trn  Averageannual  Exchange rates
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China’s five year plan -- from land-driven to people-oriented
urbanization

Key Priority

Leaving from the rural Transferring the land-use right

farmland

Migrating into the urban Integrated into the basic public

city services
Reform on the Hukou (household
registration) system

K iR R Y B =% /3 BB Hideit &

Prospect Flow from the rural to the urban area,

and vice versa
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Connecting inland China
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http://www.gov.cn/2011lh/1c6f6506c5d50eeafd9e04.jpg

China vs. Brazil models and challenges
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Possible pathways to China’s Future

Neo-Totalitarianism

Hard Autoritharianism

Soft Autorirarianism
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The changing landscape

GDP is projected to grow at a similar rate to past 25 years...

At 3.25% pa growth, total output of the world will more than double by 2040

GDP growth by region and factor o
« 80% of the expansion in

world output will be driven

10% 1990- 2016- by emerging economies
2016 2040
[ ] . Productivity

Population

% per annum
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Past 25 years

Next decades

» Fast rise of China

» Collapse of USSR

» A poor rural EM world
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» An aspiring urban EM world
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The world will be increasingly urban — 2.5 billion more

Share of the Urban Population Worldwide

1980 2015

-l

39%

1.731 3.968
billion billion

Source: United Nations, Department of Economic and Social Affairs, Population Division (2014).
World Urbanization Prospects: The 2014 Revision, custom data acquired via website

2050

6.419
billion
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India”s urbanization challenge — good or bad for development?

-l

India’s population, bn

FORECAST

I Urban >
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Sources: World Bank; UN Population Division
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A slum in Mumbal




The big challenge: urban poverty...

Worid population
(billions)
global .
urban
2010
world >7
urban total <3
insiums >1
rural <3
~1Tin3

in buildings

inslums
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~-1n2 ~2in1 people living in
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...coupled with income inequality

Gini Index R‘( e

(Income equality = 0)

I25-3o
30 - 35
~35-40
40 - 45
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60 - 66
No data
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Inequality and violence

Intentional Homicide Rates (logs)
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Emerging Markets at a turning point

Past 25 years

Next decades

» Fast rise of China
» Collapse of USSR
» A poor rural EM world
» TooO many young
» Green Revolution

» Securing oll

» Uncertain China

» Steady rise of India/Africa

» An aspiring urban EM world
» Too many old

» Scramble for food

» End of oil/ biofuels
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USA demographic pyramid vs. Nigeria’s “youth bulge”
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- THE WORLD BANK

Youth Bulge: A Demographic Dividend or a
Demographic Bornb in Developing Countries?

(fteamyjustin-yifu-lin}
SUBSMITTED BY JUSTIN YIFU LIM (TEAMUUSTIN-YIFU-LING 08 THU, 152012
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Aging Chinavs. India”s demographic dividend

Population projections*, bn
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B The burden of ageing
China’s population by age group, m
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Living longer and having less children as countries develop

Male

Chile - 2016

Female

735 588 441

Population (in thousands)
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Emerging Markets at a turning point

Past 25 years

Next decades

» Fast rise of China

» Collapse of USSR

» A poor rural EM world
» TOO many young

» Green Revolution

» Securing oll

» Uncertain China

» Steady rise of India/Africa

» An aspiring urban EM world
» Too many old

» Scramble for food

» End of oil/ biofuels
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NATIONAL GEOGRAPHIC MAGAZINE

Where will we
find enough food
for 9 billion”?




Food is, after energy, the largest global resource challenge...

Fifteen groups of opportunities represent 75 percent of B Energy [ Land
the resource savings B water M Steel
Societal perspective, 2030 Total resource benefit’ Average societal cost

$ billion (2010 dollars) efficiency?

‘ 696

266
252

Building energy efficiency
Large-scale farm yields

Food waste

Municipal water leakage

Urban densification

Iron and steel energy efficiency

Smallholder farm yields 143
Transport efficiency 138
Electric and hybrid vehicles 138

134
132
115

Land degradation
End-use steel efficiency
Oil and coal recovery

Irrigation techniques 115

Road freight shift 108
Power plant efficiency ~ |EEEN 106
Other3

1 Based on current prices for energy, steel, and food plus unsubsidized water prices and a shadow cost for carbon.

2 Annualized cost of implementation divided by annual total resource benefit.

3 Includes other opportunities such as feed efficiency, industrial water efficiency, air transport, municipal water, steel recycling,
wastewater reuse, and other industrial energy efficiency.

SOURCE: McKinsey analysis

40



A World Demanding More

By 2050 the world’s population will likely increase by more than 35 percent.

1 billion people—'}‘? T m W T W T m

A 35%

To feed that population, crop production will need to double.

1 bilion tons —k R AR AR K R AR K K ***#*##i*i

A 100%

Why? Production will have to far outpace population growth as the developing world
grows prosperous enough to eat more meat.

Developed 15.39,
. 0
countries

e I
countries 103.6%

Least developed
countries

69.2%



Figure 2. Changing consumption of meat in relationship to gross nation income
in China, India, Brazil, UK and USA (1961 - 2007)
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The _
Economist

Swine in China

Empire of the pig

China’s insatiable appetite for pork is a symbol of the country’s rise. Itis also a
danger to the world

Dec 20th 2014 | LUXT COUNTY, JIANGXI | From the print edition
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SOYBEANS AND SOYBEAN MEAL

Main Cultivation and Trade Flows :
GM SOTBEAN ADOPTION RATES IN 1,000,000 TONNES Oo
B voeew O e
=) 3 :',n,' {‘ "5 COMLMPTEE ,
) p—c
.;r::eee R B ; “

s e

4 L000 (TWORIAAD T ONNES
LE 100 s @ B W A e 4 e
St spud D adleag tmnei ced B 00 ATl
wzerag 3 % Youdy cxa preian

Brazil

86.1y
"8

—_ iy —tly
Arge'im# GLOBAL SOTBEAN COLTIVATION
5 £U SOYBEAN MEAL DEMAND -
TUTAL 32000 000 Thwnss
Logead / map key [ JERTree——
e | R T
Bl (et e n 1)
m‘ (99! wume s D

44




ALJAZEERA

www.aljazeera.com

OPINION

US corn ethanol fuels
food crisis In developing
countries

The US ethanol programme pushed up corn prices by up
to 21 per cent as it expanded to consume 40 per cent of

the harvest
10 Oct 2012 14:18 GMT
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HUMAN-MODIFIED LAND

Undeveloped: 46.5% Agriculture: 38.6% Other: 14.9°/<{
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196.9 million square miles
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Potential for Cropland Expansion?

1200

1000 -
800 1

Million hectares
I

400 -

200 -

Latmn America Sub-Saharan Near South Asia East Asia Industrial Transition
Africa East/North Countries Counines
Africa

Region

B Arable land m use, 2005 O Additional land with rainfed crop production potential

Source: Bruinsma (2009).



Available arable land

3
3T
#0381 33

KRR

/NHE

fid 33

-6

M0

Ahsanca dindermatizn

L.

Figure 2. Surfaces with agricultural potential (very zood, good or average) but not used for agricu'ture. In

thousands cf hectares per country. Made by AGTER from 2002 GAEZ / IIASA-FAD data. [map made using
Phicarto)
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All the BRICs are heavily involved in the African scramble
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Global warming impact -- may actually help

Projected percentage gain and losses in rainfed cereal production potential by 2080

'#—
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Source: UNEP (2006)
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Emerging Markets at a turning point

Past 25 years

Next decades

» Fast rise of China

» Collapse of USSR

» A poor rural EM world
» TOO many young

» Green Revolution

» Securing oil

» Uncertain China

» Steady rise of India/Africa

» An aspiring urban EM world
» Too many old

» Scramble for food

» End of oil/ biofuels
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Oil production/consumption by region
Million barrels daily

Production by region Consumption by
Asia Pacific 100 regon

m Africa

» Middle East

m Europe & Eurasia 920

m S. & Cent. America

m North America
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The passenger car parc grows substantially, but %
becomes more efficient...

Passenger car parc by type Fuel economy of new cars
Billions of vehicles Litres/100km**
25 _ -
m Battery electric ' E —China —US
= Plug-in hybrid U
2. + g ICE* 8 -
0
1. 6 -
5
1. 4 |
0
0. 2
5
0.0 0
2000 2010 2020. 2030 2040 201 202 203 204

*|CE vehicles includes hybrid vehicles which do not plug into the power 0 0 0 0

grid
**Based on the NEDC (New European Drive Cycle), gasoline fuel
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Transport demand continues to be dominated by oil, but decreasing

Transport energy consumption by fuel type Transport energy consumption growth by region

Mtoe
Billion toe India
35 _ 350 g China

Other* 300 Other non-OECD
3.0 | M Electrici I m OECD
ty — = [ 250 —
j Gas - - H i - Total

25 . 200 | == -
: » ol —

150 |
2.0 .

100 I .

50 |
1.5 -
0 ]
1.0 50 I
05 -100
0.0 L ]
2000 2010 2020 2030 2040 2000- 2005- 2010- 2015- 2020- 2025- 2030- 2035-
2005. 2010. 2015 2020. 2025. 2030
2035. 2040

*Other includes biofuels, gas-to-liquids, coal-to-liquids, hydrogen
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The increasing share of renewables is led by
China and OECD...

Growth of power generation, 2016-2040 Shares of power generation, 2016 and

2040

Thousand
TWh

6 - 100%

> u Non-fossil

80%

m Ga

60% S

g Coal &oll
40%

- " Renewables Hydro
- Nuclear ® Coal 0%
2 " Gas “ oil 92 98 98 98
o o o o o o o o
) L N AN AN AN [qV} N AN N
3 OEC China India&  Other OEC Chin Indi  Other
D Other Asia D a a Asia
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The world still has abundant oil reserves...loosing value and power
Distribution of proved oil reserves: 1996, 2006 and 2016

Percentage

B Middle East
B S. & Cent. America
M North America
B Europe & Eurasia
B Africa

Asia Pacific

2016
Total 1706.7

thousand million
2006 barrels
Total 1388.3
thousand million
barrels

Total 1148.8

thousand million
barrels
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Emerging Markets at a turning point

Past 25 years

Next decades

» Fast rise of China

» Collapse of USSR

» A poor rural EM world
» TOO many young

» Green Revolution

» Securing oll

» Uncertain China

» Steady rise of India/Africa

» An aspiring urban EM world
» Too many old

» Scramble for food

» End of oil/ biofuels
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Emerging Markets in your lifetime

Next decades

» Uncertain China

» Steady rise of India/Africa

» An aspiring urban EM world
» Too many old

» Scramble for food

» End of oll/ biofuels

S—

» Challenges?

» Opportunities?
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