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it # 20 -1.2% 3%
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R 6.1% 1.9% 7.4%
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% B 0.6% 7% 5.2%
% B 1.3% -7.2% 4.5%
e 1.4% -6.5% 4%

AL %R ¢ IMF, “World Economic Outlook 2020APR”

3 McKinsey & Company, “Coronavirus COVID-19: Facts and Insights”, March 9, 2020
4 IMF, “World Economic Outlook” > Apr 2020
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Expected losses from supply chain disruptions equal 42 percent of one year’s EBITDA
on average over the course of a decade.

B Above
average

Aerospace (commercial)
Automaltive

Mining

Petroleum praducts
Electrical equipment
Glass and cement
Maechinary and equipment
Computers and electronics
Textiles and apparel
Medical devices
Chemicals

Food and beverage

Pharmaceulicals

Net present value (NPV) of expected losses NPV for a major NPV of expected
over 10 years,’' company,”’ losses,”

% of annual EBITDA $ million EBITDA margin, pp

66.8 1,564 T4

6412 73

2,240 B4

6,327 B9

556 54

B0Ob 6.2

1,084 B.5

2914 B9

788 78

431 87

1018 5.7

1678 T8

1,436 6.0

Average

[ B14-1] & jkshiriasp 8 45 £

Impact of a 50-day supply shock with a demand hit
Analysis assumes differences in footprint, inventory patterns, and msurance
Index: Mormalized to revenue = 100

PreparedCo UnpreparedCo

Priz-shock EBITDA

Cosl of
resilience investments’

Impact of shock

Benefits of
resilience investments

Post-shock EBITDA

138 38

07 I 0

HO 84

-16% -39%
[F14-2] i fds? 4750 % ¥ 37 fp
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Value chain risk stems from exposure to shocks and vulnerabilities in supplier networks
and business practices.

‘ Value chain risk = ‘ Shock exposure x e Vulnerability

Disruptions that cause operational Sources of disruption Characteristics that make a
and/or financial impact * Force majeure (eg, earthquake, supply chain more or less resilient
hurricane, pandemic) * Demand planning
* Macropolitical (eg, conflict, financial * Supplier network
crisis, recession, trade dispute) * Transportation and logistics

* Malicious actor (eg, cyberattack, theft) o Financial health
* |diosyncratic (eg, supplier bankrupley, o product complexity
IT outage, industrial accident) * Organizational effectiveness

Probability

Expe(cEtE;l loss o'(d:ll)a)ult Jefaul
I 4 DR
[ F15-3) FF#4F 4 3+ 5 2 3
7% &R+ UNEP Finance Initiative-Oliver Wyman, 2018
e I H A8 R R E ¥
e EATRAL 5 A oy 4R35 A A%
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1
1

L.,

T_‘

VSRR OE e
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AL kIR ¢ %% p UNEP Finance Initiative-Oliver Wyman, 2018
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The COVID-19 crisis has triggered five major changes to the credit-risk
environment.

Dynamics, challenges, and potential new approaches to credit risk

1 2

3 4

Dynamics/ Changesincredit Hard to Pertinentdataon  Socially A large wave of
challenges waorthiness at differentiate crisis conditions responsible nonperforming
sector and between are scarce, collections exposures is
subsector level borrowers in the lagging, and not needed to meet beginning and
same sector or fed automatically changing must be
subsector into decision customer addressed in
making preferences new ways
Potential new Analyze demand Go deeper Mine transaction Shiftto a Develop
approaches shocks and into borrower data to derive customer- sector-specific
recovery financials and cash flow, assistance solutions,

trajectories and
translate to
probability-of-
default multipliers

business model to
estimate resilience
to COVID-18-crisis
effects

affordability; mine
alternative high-
frequency data to
derive revenue
trends; auto-feed

interaction model
and make ita
priority in a digital
transformation

augment capacity,
and evaluate
cost—benefit of
organic versus
inorganic options

results inta
decision engine

[ F15-5] Covid-19%}++ 2 * kb % 5

17 JE T

F# % & : Managing and monitoring credit risk after the COVID-19 pandemic, McKinsey &
Company, July 31 2020.
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