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COVID-19

How is it Impacting my business?

How bad might it get?

What should | do?

Can we help each other?
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OUR METHODOLOGY
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COVID-19 OUTBREAK:
GLOBAL RIPPLE EFFECTS ON
SUPPLY CHAINS
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CORONAVIRUS:
LATEST DEVELOPMENTS ON
SUPPLY CHAIN IMPACTS

RETAIL INDUSTRY

LEADERS ASSOCIATION

10 TOP SUPPLY CHAIN RISKS
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» FORCE MAJEURE:
A NEW DIMENSION TO THE
¥ CORONAVIRUS OUTBREAK
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@ Coronavirus COVID-19 Global Cases by Johns Hopkins CSSE
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Data sources: WHO, CDC, ECDC, NHC and DXY. Read mare in this blog. Contact US.
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BAD OR REALLY BAD?

How contagious is the virus? Non-Stop Flights to Wuhan

How deadly is the virus?

Urumqi *

How long does it take to show symptoms?

San Francisco Seoul

Tokyo Singapore
Fukuoka Bangkok
Shizuoka Ho Chi Minh City
Osaka Kuala Lumpur
Nagoya

How much have infected people traveled? oms | Dusait

Klaipeda

Pudong Intl Airport
- Wuhan - Beijing, % Honggiao Intl Airport

)

H 1 1 ? > Wuhan - Shanghai(Pudong),
How effective or impactful will the response be? AR A By, g\
= Wuhan - Urumgi, 3.9hrs, 15Flights/d
=~ Wuhan - Hong Kong, 2.2hrs, 7Flights/ ~&Songshan Airport
> Wuhan - Taipei(Taoyuan), 3.0hrs, 3Flights/@ € Taoyuan Intl Airport
1 1 H ? =~ Wuhan - Taipei(Songshan), 2.5hrs, 1Flighs/da o
How long will it take to develop a vaccine? 3 e e il STV o songiniaion
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G L O B A L E C O N O M I C I M PA CT Coronavirus to cost China more than previous outbreaks
Impact of past epidemics on China's annual GDP

RMB -300B to -500B Coronavirus

2020

Swine flu
2009-2010

% of GDP: 4% to 16% RMB -170B

Q1 GDP growth from 4.8% to 3.6% RMB-"“JE'- s
RMB -70B - Bird flu
COVID-19 in 1,487 (from 717) Earnings Calls since Jan 20
1% drag on global GDP China's economic growth
" mmchina's 6P 16

14 14

Global impact - $40 billion-$1tr
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Airlines — $113bn loss 2020 (from $30bn)
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RISK DEPENDENCIES

Regulatory

Geopolitical

Legal

Demand

Financial

Social
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DEMAND RISK

Store closings & reduced demand in China

Drop in global spending by Chinese consumers
Other countries may follow
Reduced spending if US consumer concerns grow

Recession
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The outbreak caused dramatic shifts in online purchases of consumer goods

60%
Luxury beauty
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= Beverage
— Wine Beer ! Spirits Eggs Meat
Oral care Dairy— J X g . .
0 Dry gloods Vegetables
-50 0 50 100 150%
Household discretionary Daily essentials Short-term stock-up

Year-over-year sales growth during first 13 days of 2020 Lunar New Year

Sources: Alibaba Tmall; Bain analysis; Bain and Kantar Shopper Report
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GLOBAL SUPPLY CHAIN IMPACT

China represents 30% of global manufacturing How Coronavirus Can Infect Global Supply
Chains
. . . . Share of all imports of intermediate products coming from
China produces up to 90% of active drug ingredients China

51,000 companies with Tier 1 suppliers in China

Retail, electronics, Pharma and automotive sectors.

Source: OECD TiVA, Bloomberg Economics Bloomberg
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IMPACT ON LOGISTICS IN CHINA

Reduced outbound ocean freight capacity
Inbound congestion at ports

Flight resumption for domestic airlines
Residual impact for the next few weeks

Reduced air freight capacity until April
Higher air cargo rates into China

Labor shortages
Increased trucking costs
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IMPACT ON LOGISTICS IN THE US

Drop in container volumes
Low labor levels at west coast ports

Weak demand for domestic trucking
Yard congestions and backlogs

Reduced flight operations by US airlines
Limited capacity to China, Italy & South Korea

Inventory shortages faced by retailers
Supply constraints

Increased imports into North America in Q2
Tightened domestic trucking capacity
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RETAIL SUPPLY CHAIN IMPACT

iﬂ.‘c.'_. : - RESILIENCE360 - Oi\J ¢ u
SuPply base < e A -
Network complexity
Product Type
Network Location :
Inventory strategy
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ACTIONS TO TAKE

SHORT TERM
Ensure safety of staff and partners
Educate internal staff and key suppliers
Communicate, communicate, communicate
Identify key suppliers in affected areas
Understand and monitor their status
Secure alternative sources
Prioritize and increase inventory levels
Secure alternate logistics capacity

Seek local demand data
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LONGER TERM
Map end to end supply chain
Risk-assess network (risk concentration)
Adjust where necessary
Monitor risk disruptive to supply chain
Map to product/revenue/profit at risk
Design and test contingency plans
Use omnichannel to ‘balance’ to demand risk

Resilience through Agility
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THE NEXT DISRUPTION?
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Logistics Aid Network

Mobilizing for Emergency Response
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HURRICANE HAGIBIS

Mexico

B ooRIAN

Hurricane Dorian

9 85 225 611 NW

Assets Current Observations ~

Historical path 289
WTNT35 KNHC 292045 Tampa
TCPATS .

Orlando 949 miles 15, ENE 88° Clear Sky

996 miles 12, NNE 93% Overcast
Forecast models

Ti 1 A i A
LH2LAL), Miami 820 miles 8,E 87.1° Cumulonimbus Clouds Observed
Hurricane Dorian Advisory Number 22

NWS National Hurricane Center Miami FL  AL052019 Jacksonville 1018 miles 13.E ° Scattered Clouds
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SUPPLY CHAIN RISK MANAGEMENT 2025

Fully Integrated and Automated “1f we get it right'

End to end . .
we will not call it

Dynamic

At the Shipment and Network Level SU pply chain

The “Risk-adjusted” Supply Chain . »
risk management
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ANNUAL RISK REPORT
2020

RELEASE MARCH 9
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