STRATEGY FOCUS

Globalisation : Recent trends and consequences

o No sudden halt to globalisation so far. The Covid crisis and geopolitical tensions have
reinforced protectionist measures on international trade and financial flows. At the same
time, several announcements of the implementation of "national" industrial policies by
the major economies fuelled fears of an abrupt halt to globalisation. However, to date,
data show a different picture, with a still very high level of trade and financial exchanges.

e A globalisation changing in terms of dynamics and geography. While the overall level
of trade remains very high, we can nevertheless make several observations:

e  Globalisation may have peaked. While the dynamics of trade in goods and
investment flows still appear to be high, the number of restrictions is increasing
and is likely to imply less momentum in the future.

o Remapping supplier countries. While the volume of trade in goods remains
high, the United States has redirected some of its imports or investments from
China to countries close (nearshoring) or friendly (friendshoring). In Europe, on
the other hand, China is gaining market share in manufacturing imports at the
expense of Eastern and Central Europe.

o While China retains an important trade role, it appears to be clearly
penalised in terms of new investment flows, which could ultimately weigh on
its growth prospects.

o Consequence #1 - Structurally higher inflation: Globalisation may not be halted but it
will clearly be a weaker force going forward than in the past. This is likely to mean less
imported deflation and therefore structurally higher inflation - and hence interest rates -
in developed economies.

o Consequence #2 - A reordering of emerging market performances. The phenomenon
of nearshoring/friendshoring will continue to favour new regions to the detriment of
China, with consequences to be expected on equity markets.

In accordance with current regulations, we inform you that this document is classed as a marketing document. CA25/S1/21
Unless stated otherwise all figures and statistics in this report are sourced from Bloomberg and Macrobond at 14/11/2023.
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RISE IN PROTECTIONISM AND RESURGENCE OF
NATIONAL INDUSTRIAL POLICIES

The economic phenomenon of "globalisation" gained momentum in the 1990s and consisted of a
reduction in tariffs, in constraints/norms on trade in traded goods and the liberalisation of financial flows.
This globalisation has been reinforced with China's entry into the WTO as well as the integration of Eastern
European countries into the European Union. This has resulted in strong growth in trade in manufactured
goods, significant development of value chains in several countries, and increased direct investment flows
to emerging economies.

However, since the financial crisis of 2007 but especially since the election of Donald Trump in 2017, the
number of restrictive measures (tariffs, standards, export or investment restrictions) on trade in goods and
services but also on investment flows has increased significantly (Chart 1). Indeed, according to the IMF,
the number of trade restriction measures stood at around 200 per year (net), before increasing to more
than 500 in 2018 and exceeding 1500 since 2021. Beyond the numbers, their nature has also changed. They
mainly concerned small and medium-sized economies and focused mainly on commodity trade. However,
since Donald Trump's term in office, protectionist measures have multiplied against large economies and
concern manufactured goods. The Covid-19 crisis, the continuation of trade tensions between the United
States and China (with the expansion to high value-added sectors such as semiconductors) and
geopolitical fragmentation have resulted in a sharp increase in protectionist measures, and it is likely that
this trend will continue in the coming years. The European Union has recently started to put in place
restrictive measures, especially in sectors considered strategic such as the energy transition.

Alongside protectionist measures, national industrial policies (defined here as efforts by governments to
shape the economy by targeting specific industries, firms, or economic activities) have made a comeback
in most developed economies. Indeed, governments are putting in place more and more measures to
promote the relocation of the production of certain industrial goods but also the development of new
technologies (such as semiconductors) and new energies. The IRA in the United States and the European
Green Deal are the best examples. To date, the impact of these policies is already visible in the United
States and the United Kingdom (Chart 2), where investment in new manufacturing plants is very dynamic
and has accompanied the strong recovery of the economy. These investments are being made despite the
high interest rate environment
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GLOBALISATION BY THE NUMBERS: A PEAK RATHER
THAN A DECLINE (WITH THE EXCEPTION OF CHINA)

Despite increases in protectionist measures in recent years, international trade has grown significantly
since the Covid-19 crisis (Chart 3). Indeed, the level of international trade in volume terms reached a
first peak in 2018-2019, concomitant with the increase in protectionist measures. However, while it
collapsed with the Covid crisis, global trade then experienced a strong recovery, returning to its pre-
Covid level in October 2020 and recording growth of 5% on average in 2021 and 2022. This strong
growth reflects the rapid economic recovery of major economies following the lifting of health
restrictions. Indeed, in the United States, imports in volume of consumer goods recorded growth of
18% and 10% in 2021 and 2022 respectively, in line with the strong recovery in household
consumption. In the euro area, imports of consumer goods also increased significantly in 2022 (+10% in
volume) in line with the lifting of health restrictions. In 2023, international trade momentum seems to
be peaking, with a slowdown over the recent period, but which at this stage reflects the slowdown of
the major economies rather than a trend towards deglobalisation.

The peak of globalisation can also be seen in the trade openness ratio of the major economies (Figure
4). Indeed, this ratio, which measures the weight of exports and imports in GDP, is at its highest since
the 2000s. The euro area is the region where the ratio has increased the most since 2019, with a level
close to 100% at the end of 2022. This not only reflects the strong trade integration of the common
currency area (especially with the economies of Eastern Europe) but also the post-Covid recovery in
consumption. In the UK, the openness ratio has gradually increased to 60% and has been stable since
2016, even in the wake of Brexit. In the United States, the most closed economy in terms of trade, the
openness ratio gradually increased during the 2000s from 19% to 27% in 2022. The introduction of
trade restrictions vis-a-vis China has resulted in only a modest reduction in the rate of opening. Thus,
the only major economy that is indeed "deglobalising" is China. Indeed, despite still significant trade
surpluses, the openness ratio has fallen significantly, from nearly 60% in 2007 to 34%. This decline
reflects the change in China's economic model after the Lehman crisis, where the country's economic
recovery has resulted in real estate investment (and therefore domestic) rather than external demand.
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A SIGNIFICANT CHANGE IN THE GEOGRAPHY OF
"SUPPLIER" COUNTRIES

The aggregate figures reveal little change in the overall globalisation trend other than suggesting we
have recently passed a peak. But, looking beneath the headline numbers, the protectionist measures
have been radically remapping the world's value chains.

These changes are most noticeable in the United States, where data show a real decoupling from China.
Indeed, since the election of Donald Trump, the United States has multiplied protectionist measures
against Chinese trade and investment. This translates into lower imports from China, offset by higher
imports of goods from other emerging economies (Chart 5). Thus, at the beginning of 2017, China
accounted for 37% of the United States' imports of goods from emerging industrial economies*. This
share decreased by more than 10 points, to 26% in July 2023. On the other hand, the market share of
ASEAN economies increased by almost 5 percentage points over the period to 17%. Mexico has also
gained market share since 2017 with an increase of 3 points and thus becomes once again the leading
emerging "supplier" to the United States (27% of total imports from emerging industrial economies).
Finally, India - whose economy is often seen as a winner in trade tensions due to the size of its economy
and its specialisation in the new technology sector - gained just 1 point of market share. The escalation
of tensions between the United States and China should imply the continuation of these trends in the
geographical evolution of the countries supplying the United States.

While China has lost market share in the United States, it has regained some of it in Europe (Chart 6).
Indeed, China has made significant gains since the Covid crisis. Between 2020 and 2022, it gained nearly
4 points of market share, to represent 37% of Europe's "emerging" imports and thus became the
leading "supplier". This reflects the decline in imports from Eastern European economies, which have
been penalised by the loss of competitiveness linked to the energy shock. It also reflects the increase in
the consumption of goods related to the energy transition (solar panels, electric cars) from China and
has resulted in a widening of the bilateral trade deficit. It can be noted that in 2023 this imbalance with
the EU will be slightly reduced, both due to the introduction of protectionist measures for certain
strategic sectors and the renewed competitiveness of Eastern European economies. However, at this
stage, trade policies and trends do not suggest as sharp a decoupling between Europe and China as in
the United States.
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In contrast to trade flows, international capital flows show a clear downward trend, particularly vis-a-vis
China. It is important to note, however, that while new investment flows to emerging economies are
declining, they are not negative, which means that companies are not withdrawing. These figures thus
confirm a peak in globalisation rather than a decline.

Foreign Direct Investment (FDI) shows a clear downward trend. These flows, which consist of purchases of
shares in companies or the installation of production units abroad, perfectly illustrate the globalisation of
the 20th century, with a significant increase from the 1990s to 2007 (Chart 7). These flows rose from an
average of 0.8% of global GDP in the 1900s to more than 2.5% of global GDP in the 2000s. However, a
downward trend has clearly emerged since the financial crisis, with an acceleration of the decline since
Covid-19, with FDI around 1.2% of GDP since 2020.

A significant part of this decline corresponds in fact to changes in the taxation of developed economies.
Indeed, the passage of the Tax Cut and Job Act (TCJA) in the United States in 2017 resulted in a sharp
reduction in FDI to the European Union. However, this reduction mainly concerns flows to the
Netherlands and Ireland, jurisdictions where companies repatriated part of their profits for the purposes
of tax arbitrage, and therefore does not represent a drop in "real FDI". As a result, flows to these
economies have collapsed from an average of USD 250 billion per year before 2018 to a negative average
since 2018. Outside these jurisdictions, FDI to developed economies remains stable, with flows to the
United States still robust (USD 300bn on average over the last 5 years).

Another important factor explaining the downward trend in FDI is the sharp slowdown in flows to
emerging economies (Chart 8), particularly to China. This decline is mainly the result of trade tensions
with the United States. Indeed, the restrictions put in place by the United States relate in particular to
investments in China in several strategic sectors. In addition, the reorganisation of value chains following
the Covid-19 crisis is also contributing to the decline in new investment flows into China. This decline was
not offset by an increase in FDI to other emerging economies. In particular, FDI flows to India have
remained broadly stable so far. In Latin America, FDI flows are on a slightly upward trend, reflecting an
increase in FDI in the manufacturing sector but also in commodities sectors.
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TOWARDS MORE INFLATION IN DEVELOPED ECONOMIES
AND A RERANKING OF EMERGING EQUITY MARKETS

A confirmation of the peak of globalisation would imply structurally higher inflation in developed
economies..., notably via the price dynamics of durable goods (such as cars, home equipment,...).
Indeed, since the end of 2001 and China's integration into the WTO, durable goods prices have fallen
sharply in most major economies (Chart 9). In the United States and the United Kingdom, these price
declines have been particularly strong, with contractions of nearly 15% between 2002 and 2020. In the
euro area, the price of durable goods has also fallen, but to a lesser extent. Thus, the strong
globalisation of the 2000s was accompanied by a sharp decline in the prices of durable goods and
contributed to the moderation of inflation during the years 2000/20. The Covid-19 crisis and the
disruptions to value chains that it entailed, as well as the subsequent increase in tariffs, stopped this
deflationary trend. Durable goods have since seen very significant price increases. In the future, in an
environment where globalisation is at its peak, durable goods inflation will remain higher and more
volatile than before. As a result, inflation would be structurally higher, implying interest rates that
would also be higher than in the past.

The geographical shift of globalisation would continue to lead to a reordering of the performance
of emerging market equities. Indeed, since the beginning of the trade tensions between the United
States and China, the equity indices of the main emerging economies (Chart 10) have been moving
according to their potential gain in the reorientation of supplier countries, particularly in favour of
countries that can benefit from "friendshoring" (reorientation of offshoring to "friendly" countries).
While FDI flows to India do not yet show a phenomenon of friendshoring, the performance of the equity
market is one of the best among emerging markets, surpassed only by that of Taiwan. This performance
certainly reflects the good growth momentum and the various structural reforms implemented in the
country, but it also illustrates the bet that India (due to its population and demographic dynamics)
could welcome manufacturing investments that are no longer going to China. Several U.S. companies,
previously based in China, have already announced the installation of new production plantsin India.

The Mexican market is the other equity market that has outperformed since the Covid crisis, clearly
benefiting from the USMCA free trade agreement with the United States and Canada. In contrast to the
performance of India and Mexico, the Chinese equity market appears to be penalised for a long time, as
these developments in global trade add to the structural slowdown in its growth and the persistence of
tensions in its real estate market.
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IMPORTANT INFORMATION - PLEASE READ

GENERAL INFORMATION

This document is a marketing communication issued by Société Générale Private Banking which is the business line of the
Société Générale Group operating through its headquarters within Société Générale S.A. in France and its network (departments
or separate legal entities (branches or subsidiaries), hereinafter the “Entities”), located on the various below-mentioned
territories, acting under the brand name "Societe Generale Private Banking" and distributors of the present document.

In accordance with MiFID as implemented in France, this publication should be treated as a marketing communication providing
general investment recommendations. This document has not been prepared in accordance with regulatory provisions designed
to promote the independence of investment research and Societe Generale, as an investment services provider, is not subject to
any prohibition on dealingin the products mentioned herein before the dissemination of this document.

Reading this document requires skills and expertise to understand the financial markets and the economic and financial
information included. If it is not the case, please contact your private banker to no longer be a recipient of this document.
Otherwise, we should consider that you have all the required skills to understand the document. In case you no longer wish to
receive the document, please inform by written your private banker who will take all the necessary measures.

This material has been prepared solely for informational purposesand has no contractual value.

This material does not constitute an offer of purchase, sale, or subscription in any of the asset classes presented herein, nor a
solicitation of such an offer, nor is it an offer to invest in asset classes. Nothing in this document should be construed as
constituting investment advice or personal recommendation to any investor or its agent. Information contained herein is not
intended to provide a basis on which to make an investment decision.

Any investment may have tax consequences and Société Générale Private Banking and its Entities do not provide tax advice. The
level of taxation depends on individual circumstances and tax levels and bases may change. In addition, this document is not
intended to provide accounting, tax or legal advice and should not be relied upon for accounting, tax or legal purposes.
Independentadvice should be sought where appropriate.

The accuracy, completeness or relevance of the information provided is not guaranteed although it has been drawn from sources
believed to be reliable. The information and opinions expressed in this document were produced as at the date of writing and are
subject to change without notice.

This material has not been prepared regarding specific investment objectives, financial situations, or the particular needs of any
specific entity or person. Investors should make their own appraisal of the risks and should seek their own financial and legal
advice regarding the appropriateness of investing in any asset classes or participating in any investment strategy.

The asset classes presented herein may be subject to restrictions regarding certain persons or in certain countries under national
regulations applicable to said persons or in said countries. It is the responsibility of any person in possession of this document to
inform themselves and to comply with the legal and regulatory provisions of the relevant jurisdiction. This document is not
intended for distribution to any person or in any jurisdiction where such distribution would be restricted orillegal. In particular, it
may not be distributed in the United States, nor may it be distributed, directly or indirectly, in the United States or to any US
Person.

GENERAL RISKS

Some of the asset classes mentioned may present various risks, imply a potential loss of the entire amount invested or even an
unlimited potential loss, and may therefore only be reserved for a certain category of investors, and/or only be suitable for well-
informed investors who are eligible for these asset classes. In addition, these asset classes must comply with the Societe
Generale Group's Code of Tax Conduct.

The price and value of investments and the income derived from them may go down as well as up. Changes in inflation, interest
rates and exchange rates may adversely affect the value, price and income of investments denominated in a currency other than
that of the client. Any simulations and examples contained in this document are provided for illustrative purposes only. This
information is subject to change because of market fluctuations, and the information and opinions contained herein may change.
Société Générale Private Banking and its Entities do not undertake to update or amend this document and will not assume any
liability in this regard.

This document is for information purposes only and investors should make their investment decisions without relying on this
document. Société Générale Private Banking and its Entities shall not be liable for any direct or indirect loss arising from any use
of this document or its contents. Société Générale Private Banking and its Entities do not make any warranty, express or implied,
as to the accuracy or completeness of this information or as to the profitability or performance of any asset class, country, or
market.

Past performance is not a reliable indicator of future results. The value of an investment is not guaranteed, and the valuation of

investments may fluctuate.
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IMPORTANT INFORMATION - PLEASE READ

Forecasts of future performance are based on assumptions which may not materialized. The scenarios presented are an estimate
of future performance based on evidence from the past on how the value of this investment varies, and/or current market
conditions and are not an exact indicator. What investors will get will vary depending on how the market performs and how long
they keep the investment/product. Future performance is subject to taxation which depends on the personal situation of each
investorand which may changein the future.

For a more complete definition and description of the risks, please refer to the prospectus of the product or other legal
information documentas the case may be (as applicable) before making any final investment decisions.

This document is confidential, intended exclusively for the person to whom it is addressed, and may not be communicated or
made known to third parties (except for external advisers and provided that they themselves respect confidentiality), nor
reproduced in whole or in part, without the prior written agreement of Société Générale Private Banking and its Entities.

CONFLICTS OF INTEREST

The Societe Generale Group maintains an effective administrative organization that takes all necessary measures to identify,
control and manage conflicts of interest. To this end, Societe Generale Private Banking and its Entities have putin place a conflict
of interest policy to prevent conflicts of interest, including information Chinese walls.

This document contains the views of SGPB teams. Société Générale trading desks may trade, or have traded, as principal on the
basis of the expert(s) views and reports. In addition, SGPB teams receive compensation based, in part, on the quality and
accuracy of their analysis, client feedback, revenues of their entity of the Société Générale group and competitive factors.

As a general matter, entities within the Société Générale group may make a market or act as a principal trader in securities
referred to in this report and can provide banking services to the companies mentioned in that document, and to their subsidiary.
Entities within the Société Générale group may from time-to-time deal in, profit from trading on, hold on a principal basis, or act
as advisers or brokers or bankersin relation to securities, or derivatives thereof, or asset class(es) mentioned in this document.

Entities within the Société Générale group may be represented on the supervisory board or on the executive board of such
persons, firms or entities.

Employees of the Société Générale group, or persons/entities connected to them, may from time to time have positions in or hold
any of the investment products/ asset class(es) mentioned in this document.

Société Générale may acquire or liquidate from time-to-time positions in the securities and/or underlying assets (including
derivatives thereof) referred to herein, if any, or in any other asset, and therefore any return to prospective investor(s) may
directly or indirectly be affected.

Entities within the Société Générale group are under no obligation to disclose or consider this document when advising or
dealing with or on behalf of customers.

In addition, Société Générale may issue other reports that are inconsistent with and reach different conclusions from the
information presented in this report and is under no obligation to ensure that such other reports are brought to the attention of
any recipient of this report.

Société Générale group maintains and operates effective organisational and administrative arrangements taking all reasonable
steps to identify, monitor and manage conflicts of interest. Société Générale Private Banking and its Entities have put in place a
management of conflicts of interest policy designed to prevent conflicts of interest giving rise to a material risk of damage to the
interests of its clients. For further information, please refer to the management of conflicts of interest’s policy, which was
provided.

SPECIFICINFORMATION PER JURISDICTION

France : Unless expressly stated otherwise, this document is published and distributed by Société Générale, a credit institution
providing investment services authorised by and under the prudential supervision of the European Central Bank ("ECB") (located
at ECB Tower, SonnemannstraRe 20, 60314 Frankfurt am Main, Germany) within the Single Supervisory Mechanism and
supervised by the Autorité de Contrdle Prudentiel et de Résolution (located at 4, Place de Budapest, CS 92459, 75436 Paris Cedex
09) and the Autorité des Marchés Financiers ("AMF") (located at 17 Pl. de la Bourse, 75002 Paris). Societe Generale is also
registered with the ORIAS as an insurance intermediary under the number 07 022 493 orias.fr.

Societe Generale is a French public limited company with a capital of EUR 1 010 261 206,25 as of February 1st, 2023, whose
registered office is located at 29 boulevard Haussmann, 75009 Paris, and whose unique identification number is 552 120 222
R.C.S. Paris. Further details are available on request or at www.privatebanking.societegenerale.com
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Luxembourg: This document is distributed in Luxembourg by Societe Generale Luxembourg, a credit institution which is
authorized and regulated by the Commission de Surveillance du Secteur Financier (“CSSF”) under the prudential supervision of
the European Central Bank- ECB, and whose head office is located at 11, avenue Emile Reuter - L 2420 Luxembourg. Further
details are available on request or can be found at https://www.societegenerale.lu/. No investment decision whatsoever may
result from solely reading this document. Societe Generale Luxembourg accepts no responsibility for the accuracy or otherwise
of information contained in this document. Societe Generale Luxembourg accepts no liability or otherwise in respect of actions
taken by recipients on the basis of this document only and Societe Generale Luxembourg does not hold itself out as providing any
advice, particularly in relation to investment services. The opinions, views and forecasts expressed in this document (including
any attachments thereto) reflect the personal views of the author(s) and do not reflect the views of any other person or Societe
Generale Luxembourg unless otherwise mentioned. Societe Generale Luxembourg has neither verified nor independently
analyzed the information contained in this document. The Commission de Surveillance du Secteur Financier has neither verified
norindependently analysed the information contained in this document.

Monaco: The present document is distributed in Monaco by Societe Generale Private Banking (Monaco) S.A.M., located 11 avenue
de Grande Bretagne, 98000 Monaco, Principality of Monaco, governed by the ‘Autorité de Contrdle Prudentiel et de Résolution’
and the ‘Commission de Contrdle des Activités Financiéres’. The financial products marketed in Monaco can be reserved for
qualified investors in accordance with the Law No. 1339 of 07/09/2007 and Sovereign Ordinance No 1.285 of 10/09/2007. Further
details are available upon request or on www.privatebanking.societegenerale.com.

Switzerland: This document is an advertising according to the Financial Services Act (“FinSA”). It is distributed in Switzerland by
Societe Generale Private Banking (Suisse) SA (“SGPBS”), whose head office is located rue du Rhone 8, CH-1204 Geneva. SGPBS is
a bank authorized by the Swiss Financial Market Supervisory Authority (“FINMA”). This document was prepared outside of
Switzerland. Consequently, the Directives of the “Association Suisse des Banquiers” (ASB) on the independence of investment
research do not apply to this document.

Nothing contained herein shall constitute, or shall be deemed to constitute, investment advice or a recommendation by SGPBS.
This document does not offer an opinion or a recommendation on a specific company or security. SGPBS has neither verified nor
independently analyzed the information contained in this document. SGPBS accepts no responsibility for the accuracy or
otherwise of information contained in this document. The opinions, views and forecasts expressed in this document reflect the
personal views of the author(s) and SGPBS accepts no liability for it. Users are advised to seek professional advice before
applyingany information contained in this documentto their own particular circumstances.

This document does not constitute a prospectus pursuant to articles 652a and 1156 of the “Code Suisse des obligations”. The
financial products, including collective investment schemes and structured products referred to in this document can only be
offered in compliance with the FinSA. Further details are available on request or can be found at
www.privatebanking.societegeneral.com.

This document is not distributed neither by SG Kleinwort Hambros Bank Limited in the United Kingdom, nor by its branches in
Jersey, Guernsey and Gibraltar together operating through the brand name “SG Kleinwort Hambros”. Consequently, the
information and potential offers, activities and financial information contained in this document do not apply to these entities
and may neither be authorized by these entities or adapted on these territories. Further information on the activities of the
private banking entities of Société Générale located in the territories of the United Kingdom, the Channel Islands and Gibraltar,
including additional legal and regulatory details can be found at: www.kleinworthambros.com.
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