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Geopolitics
yesterday,
today and
tomorrow...

I EERY
relationship
between
business and
geopolitics

How to thrive
amidst the
turbulence




Geopolitics today




To what extent are you concerned about the impact of geopolitics on your organisation’s operations and sales in the next
12 months?

Extremely concerned Very concerned Moderately concerned Slightly concerned Not concerned




To what extent are you concerned about potential tariff increases affecting your organisation’s operations and sales in
the next 12 months?

Extremely concerned Very concerned Moderately concerned Slightly concerned Not concerned




Post-Cold War era of
globalization

Unipolar system

Geopolitical cooperation
Focus on economic efficiency

&

125 01/05/2025

Inflection

2008 - 2019

New era of
globalization



1

Influence of populism on
government policies

Taxation & Spending
Sustainability
Immigration

Deregulation
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2

Rise in economic competition
and sovereignty

Nearshoring -2
Friendshoring =2 Onshoring

From strategic to non-
strategic sectors

3

Shifting geopolitical rivalries

Geo-energy power dynamics
Emerging market power
Wars and conflicts

Astro and ocean politics
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1. EU Parliament elections require votes in all 27 countries of the EU.

2. Sub-national elections.

EY




Industrial policy is increasingly used to achieve political goals and
address raising geopolitical tensions

New trade distortive industrial policies by rationale in 2023-24 (count)
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Global trade policies are increasingly diverting trade to nearshoring
and friendshoring patterns

Number of new trade policy interventions per year
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Reduce US bilateral trade
deficits, with a focus on
China, Mexico, Canada and
the EU

20% across-the-board tariffs
imposed on China on 5 February
(10%) and 4 March (10%)

Canada and Mexico tariffs

Potential for “reciprocal tariffs”
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Reshore or onshore
manufacturing to the US,
particularly in sectors that are
seen as strategic

“America First Trade Policy and
America First Investment Policy
focused on US production and
economic security

Sector-based tariffs (e.g.. Steel &
Aluminum)

Source: EY Insights analysis.
Note: The scenarios described are uncertain and may or may not happen in the manner described or where applicable, with the initially assessed impact.

Generate government
revenue by introducing new
tariffs

Campaign proposal for blanket 10%
tariff on all US imports

Achieve other policy
objectives via deals to
delay/reduce tariffs (e.g.,

border security, allies’ military

spending)

Mexico committing troops to secure
US-Mexico border to delay 25%
tariffs

Canada appointing a fentanyl czar to
delay 25% tariffs

-
EY




Over the past 24 months, to what extent have
the following areas of your business been
impacted by political risks?

Negative

Operations and
Supply Chain

Reputation and
Compliance

Growth and
investment

Sales and Revenue

Finance and Tax

Data and IP

Human Capital
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No impact

63%

57%

54%

54%

53%

51%

43%

M Positive

4%

[y

19%

20%

18%

20%

22%

21%

Of the political risk events that impacted your
company over the past year, what proportion of
them were unexpected?

2021

B None or some

35%

About half

2025

42%

Most or all

Over the next 24 months, how concerned is your
organization about the following types of
political risk?

H High concern Very high concern

Geopolitical risk 43% 54%

Country risk 46%
Regulatory risk 43%

Societal risk 31% 39%

25% of executives have high or very high
concern for 3+ types of political risk in 2025,
compared to only 13% in 2021.

e
EY




The uneasy relationship
between business and
geopolitics




How confident are you in your organisation’s ability to understand geopolitical trends, understand its impact on your
organisation, and formulate an evidence-based response?

Extremely confident Very confident Moderately confident Slightly confident Not confident




As a result of political risks over the last 24 months, have you made any of the following alterations to your strategic

investment plans?

Accelerated a planned investment
Relocated operational assets
Entered or expanded business in key markets

Delayed or paused a planned investment (e.g., M&A)

Delayed or paused a planned investment (e.g., M&A)
Cancelled a planned divestment

Cancelled a planned investment

Exited business in key markets

Delayed or paused a planned divestment (e.g., spinoff)

Accelerated a planned divestment
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Company documents mentioning geopolitical risk
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Note: The terms included in the count of company event transcripts include geopolitical risk(s), geopolitical, geopolitics and political risk(s). This data is presented as a rolling three-month average.

Sources: GeoQuant, from BMI, a Fitch Solutions Company; Alphasense.
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As a result of geopolitical challenges, are you making any of the following alterations to your strategic investment plans?

[The respondents were allowed to select multiple responses]

100%

No — we are not altering any of our
strategic investment plans

Delaying a planned investment or divestment
53%

Relocating operational assets
42%

Stopping or canceling a planned investment or divestment
40%

Exiting certain businesses
24%

Reconfiguring our supply chains
20%
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As a result of political risks over the last 24 months, have you made any of the following alterations to your strategic investment

plans?
Reconfigured supply chains 29%
Accelerated a planned investment | 2 7% Dlpiz i el suyay el
B nvestments
Relocated operational assets 26%

Divestments

Entered or expanded business in key markets [ NRNRNRNEG@GGE 0% M Market entry or exit
Delayed or paused a planned investment (e.g., M&A) [ IIININNEEEE 13
Cancelled a planned divestment 16%
Cancelled a planned investment | NI 15%
Exited business in key markets | NRENEIEIGGEEE 13%

Delayed or paused a planned divestment (e.g., spinoff) 11%

Accelerated a planned divestment 10%

Source: EY Parthenon Geostrategy in Practice Survey —January 2025, EY Insights analysis
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How can | amidst the
turbulence?




Note: Analysis of 356 companies. The majority (85%) reported revenue of US$1 billion or more. Each metric is on a scale from 0 (lowest) to 100 (highest). Across all companies on this matrix, political risk exposure ranged from 26 to
67; political risk management ranged from 28 to 88. For visualization purposes, the minimum and maximum values for each axes are set to illustrate variation between companies.

Higher

Geopolitical risk
management

Lower

Lower

Source: “Why a level head is needed to deal with geopolitical risk,” EY website,
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Geopolitical risk exposure

Higher

EY




were
that impacted their company
in the last year

of companies
to identify risk mitigation measures

of companies
of political risks
on specific business areas
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of companies regularly or proactively

when evaluating a potential transaction

of companies clearly
to an individual, dedicated
function or cross-functional committee

of Boards of Directors

EY




EY-P geostrategy framework

Focus

Identify and monitor
political risks for opportunities and
challenges.
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Assess the potential impact of political
risks on company functions and the
global footprint.

Govern

Integrate political risk into

connected risk approaches.

Establish a cross-functional geostrategic team based on the
fundamentals of ownership, communication and trust.

»

Strategise

Incorporate political

risk analysis into operations
and strategy.

EY




Geopolitical; Country;
Regulatory; Societal
Quantitative and
qualitative

Forward looking
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Focus

Sales and Revenue

Growth and Investment
Operations and Supply Chain
Data and IP

Human Capital

Finance and Tax

Reputation and Compliance

) Manage 4

N

Dynamic Risk assessment
Quantification and dashboards
Loss modelling and stress testing
Scenario analysis

Tabletop simulation

Govern

Ownership. Communication. Trust.

Vertical / committee / matrix

)| Strategise

N

Existing and future strategy

M&A, JV, divestment

New business or operations strategy
Market entry/expansion/exit

EY




A proven framework for the holistic and cross-functional integration of
political risk management into broader risk management, strategy and
governance.

The book explores how to implement four distinct activities required for a proactive
geostrategy — and how to create a governance structure that weaves them
together for long-term effectiveness:

Identify and monitor political risks for opportunities and
challenges.

Assess the potential impact of political risks on company
functions and the global footprint.

Integrate political risk into connected risk approaches.
Incorporate political risk analysis into operations and strategy.

Establish a cross-functional geostrategic team based on the
fundamentals of ownership, communication, and trust.
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The better the question.
The better the answer.

The better the world works. Shape the future with confidence




BIThis material has been prepared for general informational and educational purposes only and is not intended, and
should not be relied upon, as accounting, tax, legal or other professional advice. Please refer to your advisors for
specific advice.

EINeither the EY organization nor any of its member firm thereof shall bear any responsibility whatsoever for the
content, accuracy, or security of any third-party websites that are either linked (by way of hyperlink or otherwise)
or referred to in this presentation.

BIThe views of third parties set out in this presentation are not necessarily the views of the global EY organization or
its member firms. Moreover, they should be seen in the context of the time they were made.
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EY | Building a better working world

EY is building a better working world by creating new
value for clients, people, society and the planet, while
building trust in capital markets.

Enabled by data, Al and advanced technology,

EY teams help clients shape the future with confidence
and develop answers for the most pressing issues of today
and tomorrow.

EY teams work across a full spectrum of

services in assurance, consulting, tax, strategy and
transactions. Fueled by sector insights,

a globally connected, multidisciplinary network and
diverse ecosystem partners, EY teams can provide
services in more than 150 countries

and territories.

All in to shape the future with confidence.

EY refers to the global organization, and may refer to one or more, of the
member firms of Ernst & Young Global Limited, each of which is a separate legal
entity. Ernst & Young Global Limited, a UK company limited by guarantee, does
not provide services to clients. Information about how EY collects and uses
personal data and a description of the rights individuals have under data
protection legislation are available via ey.com/privacy. EY member firms do not
practice law where prohibited by local laws. For more information about our
organization, please visit ey.com.

About EY-Parthenon

EY-Parthenon teams work with clients to navigate complexity by helping them
to reimagine their ecosystems, reshape their portfolios and reinvent
themselves for a better future. With global connectivity and scale, EY-
Parthenon teams focus on Strategy Realized — helping CEOs design and deliver
strategies to better manage challenges while maximizing opportunities as they
look to transform their businesses. From idea to implementation, EY-Parthenon
teams help organizations to build a better working world by fostering long-term
value. EY-Parthenon is a brand under which a number of EY member firms
across the globe provide strategy consulting services. For more information,
please visit

© 2025 EY Global.
All Rights Reserved.

ey.com




