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Evolving Global Framework

Bipolar Unipolar
Cold War Moment

U.S. and allies U.S.

Soviet Union Globalization
and allies

Fragmented
Globalization

2+2+
(two major powers:
China and the U.S.

two secondary powers:
Russia and Europe)

New Cold War




New Cold War vs Old Cold War

Similarities:

Geopolitical Completion for Supremacy
Arms Race (nuclear, space, cyber, Al)
Economic war

Intelligence war

Political warfare

Ideological struggle

Tech competition

Regional flashpoints

Divergences:
Much greater economic interdependence
No rigid alliance blocks







September 26, 2023

Jamie Dimon warns: 'Now may
be the most dangerous time
the world has seen in decades'



October 29, 2024

FINANCE- JANIE DIMON

Jamie Dimon says World War Il
may have already begun
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polycrisis
[poli-krai-sis] noun

the simultaneous occurrence of
several catastrophic events
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Strategic Trends: Trend Analysis
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Level 4: true uncertainty

Not even a range of possible
future outcomes

Level 3: range of futures

Range of possible future
outcomes

A Level 2: alternative futures
B Limited set of possible future

C outcomes, one of which will occur

Level 1: clear enough future
Single view of the future

McKinsey&Company




Economy

Transportation Health

Social Order

Environment & Governance

Energy

International Security
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Black Swan: Low probability / High Impact

A Black Swan event has three criteria:

1. It must be an outlier

2. It must have a major impact

3. It must be declared predictable in
hindsight (Low probability/High Impact)

Is the 2018 trade war a Black Swan event?

SECOND EDITION

VEW YORK TIMES BESTSELLER

THE

BLACK SWAN

The Impact of the
HIGHLY IMPROBABLE

Nassim Nicholas Taleb




Unknown unknowns

There are known knowns; there are things we
know that we know.

There are known unknowns; that is to say,
there are things that we now know we don't ¢, &

know.

But there are also unknown unknowns - there
are things we do not know we don't know.

Donald Rumsfeld






There are ten key value drivers that leaders should explore in the wake of
geopolitical shifts.

Actions taken in response to geopolitics

Trade agreements Foreign investment restrictions
(eg, free, preferential, and international pacts) (eg, investment in sensitive
e The US—Mexico—Canada Agreement technologies)
(USMCA) and its requirements for the EU screening regulations
product content in material inputs for foreign direct investments

Import and export controls
The EU export control

[ 4 ; ;
regulation and its
oversight of dual-use
technologies

Sanctions, embargoes,
and restricted lists
China's Anti- .
Foreign

Sanctions Law

Domestic environmental, labor,
and immigration policies

Regulations on
issi Trade and .
emissions, or : ;
< USMCIA wage rate @ economics Socurty and alliances

requirements NATD-or ®

AUKUS! )
Tariffs and other trade barriers = Conflict
US tariffs on steel, @ Russia’s invasion of
: aluminum, electric Ukraine, conflict in
® vehicles, etc, coming Ecuador related to
from China illegal drug trade @

Domestic industrial policies
(eg, subsidies, tax breaks, and grants)

Multilateral
cooperation

Technology, intellectual property,
and cybersecurity controls

India’s “Make in China’'s Data Security Law,
India” initiative or Europe’s General Data
e Protection Regulation ®

Trilateral security partnership between Australia, UK, US.

McKinsey & Company






What do we really know about wars of Hegemonic Transition?

Mentions of "Thucydides('s) Trap" and "China"

§ R Why the White House Is Reading Greek History:
The Trump team is obsessing over Thucydides, the
5 ancient historian who wrote a seminal tract on war
Q- The Politico, June 2017
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Xi Jinping: "There is no such thing as the so-called Thucydides Trap
in the world,”

Ash Carter: “The dominant mental methodology of real policymakers is
historical reasoning, not economics.”




Thucydides Trap

A term coined to describe the
instability resulting from
systemic power transition, a
tendency towards war when a
rising power threatens to
displace an existing dominant
power.




Ne | Period

-

Late 15" century

2 | First half of 16" century

3  16™and 17" centuries

4 | First half of 17" century

5  Mid-to-late 17" century

6 Late 17'" to mid-18"
centuries

7 Late 18" and early 19"
centuries

8 | Mid-19" century

9  Mid-19" century

Late 19" and early 20"

10 centuries

11  Early-20" century

12 | Early-20" century

13  Mid-20" century

14 Mid-20" century
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Rising Power

Spain

Hapsburgs

Ottoman
Empire

Sweden

England

Great Britain

France

Russia

Germany

Japan

United States

Germany

Germany

Japan

Domain

Global empire and trade

Land power in western Europe

Land power in central and
eastern Europe, sea power in
the Mediterranean

Land and sea power in northern
Europe

Global empire, sea power, and
trade

Global empire and European
land power

Land and sea power in Europe

Global empire, influence in
Central Asia and eastern
Mediterranean

Land power in Europe

Land and sea power in East Asia

Global economic dominance
and naval supremacy in the
Western Hemisphere

Land power in Europe and
global sea power

Land and sea power in Europe

Sea power and influence in the
Asia-Pacific region

Result
No war
War
War
War
War
War
War
War
War
War
No war
War
War

War
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2004

Who's rebalancing whom?

c 9

2014

2024

GDP (PPP), in billions of dollars

2004 2014 2024 est.

China 5760 18,228 35,596

UsS 12275 17,393 25,093

Source: IMF, Economist Intelligence Unit




USA VS CHINA 2024

Nomlnal GDP (in bllllon $)
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Th 100 T .ll. Despite conflict and looming
e rl lon stagflation, the global economy will hit
an impressive new milestone, reaching
‘ ‘ } ld E $104 trillion, according to the latest
Or Conomy IMF projections for end of year.
GLOBAL GDP 2022
. By 2030, China's GDP = & The U.S. has been

is projected to surpass the world's largest
that of the U.S economy since 1871.

< United States
$25.3T

Ireland is expected to be the fastest
growing economy in the Eurozone,
with a 5.2% increase this year.

,c‘,‘ , Many of the world's smallest economies
> are located in the Oceania region, such as

Tuvalu with a GDP of $66 million.
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Global military expenditure in 2023

Selected countries

% of GDP

Us

Nato total (excluding US)*
506.7

China
296.4

Russia
109.5

UK

France

61.3

Poland
31.6

Israel

27.5
0 200 400

FINANCIAL TIMES

600

916

800 1000

Source: Sipri « * 2024 estimate



Additional US strategic advantages

Hegemony on the cheap: only 3,5% of GDP for defense (7% Cold
War, 42% WWII)

Geography: surrounded by two friends and two oceans
Economic sufficiently

Energy dominance, energy exporter

Control of the sea (95%) and the global commons

Share of world innovation:35%

Primacy in Artificial Intelligence (Al), machine learning
Leading education: 16 out of the top 20 universities
Political and social resilience

Alliance dynamics: bandwagoning

Control of foreign currency reserves: 64%

Good long-term demographics: stable median age
Global military presence (600 bases) and formidable power projection



Northern passages like the Bering Strait
are growing in importance as climate
change opens up Arctic shipping lanes.

The Strait of Malacca is Asia's
primary chokepoint, accounting
for 25% of all traded goods and
a third of all seaborne oil.

30% of all oil traded "%

on the world's oceans )
passes through the The Panama Canal isn't subject to

' Strait of Hormuz. the same geopolitical risks as its
! counterparts in the Middle East. In
2016, the canal underwent a $5.4
billion expansion, which tripled the
p size of ships that can pass through.
v

o Primary Choke Points
O Secondary Choke Points




Pumped

Oiland gas production
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US grand strategy matrix

Engangement

Disengagement

Deep Soft
Liberal Selective
hegemony engagement
Isolation Restraint/Offshore

balancing




Strategic
reassurance

US strategic responses to China’s rise

Economic

integration

~

Engagement

Congagement

A

Restraint

A J

Economic

Containment

nationalism

Strategic
balancing



From engagement

By joining the W.T.0., China is
not simply agreeing to import
more of our products; it is
agreeing to import one of
democracy's most cherished
values: economic freedom. The
more China liberalizes its
economy, the more fully it will
liberate the potential of its
people — their initiative, their
imagination, their remarkable
spirit of enterprise. And when
individuals have the power, not
just to dream but to realize
their dreams, they will demand
a greater say.




—— : . NATIONAL
to decoupling and strategic S TCURTTY

protectionism (Containment?) RS

OCTOBER 2022

The PRC, by contrast (to .Russia{, is the only competitor with both
the intent to reshape the international order and, increasingly, the

economic, diplomatic, military, and technological power to
advance that objective. 2022 USNSS, p.8

Dr. Peter Navarro:
Economic Security = National Security
Strategic Advantage VS. Comparative Advantage

%F}gﬂ)A - Foreign Investment Risk Review Modernization Act

Biden has retained the tariffs on China imposed by Trump
and added lavish subsidies designed to reindustrialise

America and give the US the lead in the technologies of th
future.






US Geoeconomic Policy Actions

Confronting China —the U.S. National Security Toolbox

Export Controls Sanctions Other Measures

i License SDN - -

Military End Use ; S CFIUS / National Securi
Exceptions (CIV, Deemed Exports Designations ( 4 :
e i - (¢, human rights) Tt
Emerging and . Telecom Supply
s = A e Potential Hong
De Minimis Rule ‘ Feam bfon } Entity List Kong Sanctions Chalrb I;Izlcggutwe Immigration
Foreign- Bulk Power IP Theft

Produced Direct Enforcement Hong.IS;Itli% 5 Executive Order Prosecutions

Product Rule

Hogan Lovells
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Strategic
reassurance

US responses to China’s rise by president

Economic
integration
A

Clinton
Bush I
Obama

Strategic

Trump g balancing
Biden

A 4

Economic
nationalism



Britain’s Royal Navy defeats China in the First Opium War, 1839-1841, giving Britain
control over Hong Kong and initiating what China calls the “Century of Humiliation.”



In Emerging Economies, Incomes Are Rising Faster, and

at a Greater Scale, Than at Any Point in History

Population at time

| of per capita GDP
Years to double real per capita GDP? doubling (million)

India and China doubled per '
capita income much faster 'Unlted m 9
Kingdom

than much smaller emerging
economies in the past. United 10
States
Germany 28
Japan 48
South
Korea " Developed markets 22
¥ Emerging markets
China e R I12 1,023
India -17 822
1700 1800 1900 2000
From 0 52,600 per year at purchasing power parity
rce: ( ( th a velopment Center, The Maddison , Jataba |
Netherlands, 2013. http://www.ggdc.net/maddison/maddison-project/home.htm, 2013 version



Exhibit 3

By far the most rapid shift in the world’s economic center of gravity
happened in 2000-10, reversing previous decades of development
Evolution of the earth’s economic center of gravity’

AD 1to 2025

‘xx

1970 1990 2000
1960 L1000 @—>
0

1950 1940 @ 2010
1913
® 2025
1820
1500
AD 1
1000

1 Economic center of gravity is calculated by weighting locations by GDP in three dimensions and projected to the nearest
point on the earth’s surface. The surface projection of the center of gravity shifts north over the course of the century,
reflecting the fact that in three-dimensional space America and Asia are not only “next” to each other, but also “across” from

each other




Percent of world GDP Percent
80 2000
, 2020
= T 2040 EU and UK 20.5
United States, 24.0
60 China, 17.9
India, 3.1
= Other emerging Asio, 4.2
40
30 EUand UK 164
20 United States, 20.8
China, 22.8
10 | Indig, 6.1
Other emerging Asio, 6.2

0 Advanced Economies  Emerging Asia

Source: Oxford Economics Source: Oxiord Economics




Bigger driver
Asia will contribute about 70% of global growth this year.

Projected
Western share of global

Hemisphere growth in

2023

Asia and
the Pacific
67.4%

Indonesia
4.4%

Source: IMF, World Economic Outlook, April 2023.
Note: Groupings based on IMF Regional Economic Outlook classifications. IM F



Meet My Five Billion Neighbors
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_ There are more people living inside
ﬁ"this‘circle than outs&dg?{t.

POPULATION: Asia = 5 Billion > Americas (1 Billion) + Europe/Middle East/Africa (2 Billion)




China imports: Trade vulnerability and the Malacca dilemma
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China’s Belt and Road Initiative
Launched in 2013, the “BRI” aims to promote “connectivity” and reorder the
global economy.
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China’s Global Ambitions

Under the “One Belt, One Road” plan, President Xi Jinping is remaking global trade and
nurturing geopolitical ties. The audacious plan, with little precedent, promises more than $1
trillion in infrastructure investments that span 60-plus countries across Europe, Asia and Africa.

Countries participating in the plan and Forecast investment from $50 Maximum
selected African countries expected to China 2017 - 2021, i
receive the most investment from China inbilions e 10 TR i
from 2017 to 2021 R
.""’ \\‘\
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s
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N oassd ‘«‘\.___.'
SAUDI ARABIA INDIA
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Selected major Chinese international investment projects
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Khorgas was a crossing point through the mountains on the ancient Silk Road. Today, on
the border between China and Kazakhstan, it is the giant “land port” for speeding containers
filled with goods from China on to Europe.




A freight train leaves Khorgos, on the border of China and Kazakhstan, October 2017







Piloting to the East

RUSSIAN PIPELINE ROUTES TO CHINA

7 Gas pipelines in operation
. - = Prospective gas pipelines

. 4 Gas production centers
K RUSSIA

AChayandimkoyo

Novosibirsk

w3

Komsomolsk-on-Amur £J Sakhalin 1i

MONGOLIA

Trans-Mongolian Route for Power of Siberia 2




China’s responses to American hegemony

Economic

integration
A

“Keep a
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The Rise of the BRICS

G7 and BRICS countries' share of global GDP
at purchasing power parity

W G7 MBRICS

1995 2010 2023

2023 data based on IMF estimates as of April 2023
Source: IMF World Economic Outlook

statista %
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South China Sea

China is claiming most of the South China Sea with its Nine-
Dash Line map, leading to tension with Southeast Asian
countries and the United States.







East Asia: Impact of China and
Talwan conflict on shipping




Top Trading Partner of Most Nations

Countries for which China is the largest trade partner

124

- Countries for which America is the largest trade partner
56




How trade flows will be reshaped by 2032
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Resource
conflicts

Proliferation
of WMD

Sources of instability

Geopolitical

antagonism

Drivers of change:

e Power shifts

e Demographic shifts
e Disruptive innovation

Geoeconomic
rivalry

Regional

Failed .
conflicts

states




A clash of strategic
perceptions

USA: Americans perceive that China is
determined to alter the strategic and
territorial status quo in the western Pacific,
establish a Chinese sphere of influence,
and remove America’s military presence
from the wider region. Ultimately the
Chinese strive for primary in the
international system.

China: The Chinese believe that the
American policies of containment are
designed to frustrate China’s rise, to
weaken and ultimately break up China.




Sino-American
Antagonism

* |deological : Democracies vs
Autocracies

« Geopolitical: Oceanic vs
Eurasian coalitions

. Econom.ic: resilience,
decoupling

« Military: Nuclear and
Conventional Arms Race

» Technological: primacy in Al,
technological denial




Red Lines in Sino-
American Relations

 Abstain from cyberattacks targeting critical
infrastructure

 Abstain from targeting space assets

* Avoid provocative military exercises,
deployments, and maneuvers in the Taiwan
Strait.

* Avoid changing the status quo in Taiwan



Strategic
cooperation in
the New

Cold War

Nuclear Arms Control in order to improve strategic stability
Mitigation of the strategic impact of Al: always a human on the loop
Upheld the nuclear non-proliferation regime

Environmental sustainability

Management of pandemics: build a better system for distributing future
vaccines to the developing world.

* Improve global financial stability, especially by agreeing to reschedule

the debts of developing countries hit hard by natural or medical
disasters.
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Thank you for your attention!



