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The global economy faces unprecedented uncertainty — driven by higher borrowing
costs, rising interest rates and geopolitical tensions

US \\\~ ------ ’/,

= Tariff uncertainty
= High borrowing costs
= Potential stagflation

LATAM
= Nearshoring uncertainty
= Return migration

= Lower capex and rising
debt

Sources: EY Analysis, IMF research, World Bank research

Europe
= US trade protectionism
= Elevated interest rates
= Fiscal tightening

Asia

= US tariff actions

= Low overall demand
= China overcapacity
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Oceania
= Restrictive monetary
conditions
= Sticky inflation
‘ » Weak labour market
A
Middle East
= Lower oil prices
= Secondary impact from
tariffs
= Volatile trade volumes
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Forecasts suggest that the growth rate of global insolvencies may slow down but APAC
and some countries are expected to have higher insolvencies level

Global and regional insolvency indices, yearly change in % I— Insolvency heat map — 2025 —
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Industrials & Energy, Consumer & Healthcare and PE sector contribution have increased,
whereas Financial Svc. and Government & Infra have declined

100.0% 100.0% 100.0% 100.0% Trend
(1Q FY26 vs. FY23)

Industrials & Energy

Consumer & Healthcare

Financial Services

Government & Infrastructure

Telecom, Tech & Media
Private Equity
Others

1Q FY26

e
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Challenging sector/sub-sector trends indicate that restructuring and insolvency activities
will continue to remain elevated

. ~O .
=, Automotive I o Manufacturing )f( Power & Utilities
O—O~  (Industrials & Energy) (Industrials & Energy) ﬂ (Industrials & Energy)
= Shortage of rare earth material = Cost pressures & inflation = Decarbonization
= Inflationary risks due to tariffs war = Digital transformation = Cost pressures due to geopolitical
= Sustainability targets & regulatory = Workforce shortages & skills gaps uncertainty
pressure = Supply chain disruptions = Legacy infrastructure
= Higher EV production costs = Soaring debt
Metal & Mining EE | Retail s o :
(Industrials & Energy) oo (Consumer & Healthcare) Private EqUIty
= Resource and reserve depletion = Weak discretionary spending = Impact of tariffs across the portfolio
= Environmental stewardship = \Margin compression » Subdued exit environment
= Global trade tensions = Inflationary pressures due to tariffs = Challenging fundraising
= Concerns over dumping of cheap steel = Tightening credit conditions = Geopolitical and macro uncertainty
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Restructuring and
Insolvency under
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Executives face a more complex global environment, and this NAVI world is here to stay

The NAVI global environment Number of earnings call mentions of NAVI-related phrases
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8 000 I NAVI environment surged by 50%
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Note: The terms tallied in company event transcripts were “nonlinear,” “accelerated,” “volatile,” “interconnected” and their related smart synonyms
Sources: Alphasense; EY Insights analysis /
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The geopolitical risks have a material impact on all companies and is a top CEO priority

Geopolitical risks have had
overwhelmingly negative
impacts on companies...

... and global executives are increasingly
surprised by the geopolitical risks that
impact them...

m Negative m No impact B Positive 2021

Operations and Supply Chain
Reputation and Compliance

Growth and investment

2025

Sales and Revenue

Finance and Tax

Data and IP

Human Capital m None or some  ® About half  m Most or all

Source: EY Parthenon Geostrategy in Practice Survey —January 2025, EY Insights analysis

... contributing to executives’ elevated
. concerns about geopolitical risk over the
~ next two years

m High concern m Very high concern

Geopolitical risk 54%
Country risk 46%
Regulatory risk - 43%
Societal risk - 39%

25% of executives have high or very high concern for
3+ types of political risk in 2025, compared to only
13% in 2021.
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As geopolitical dynamics evolve, they generate significant business impacts that call for

decisive action

Understand a
changing
world and the
impact on the
client and
sector

Chairs, Boards,
CEO, CFO and CSO

1

Geopolitical change

Transition from elections
to policymaking

Economic competition
and sovereignty

Geopolitical
rivalries

Specific geopolitical event, issue or
market

Impact on business

Supply chain

Workforce and DEI

Need for action

Get geopolitical governance right:

Implement new systems and processes within the
organization to understand geopolitical
trends/events; model their impact; and decide

how to respond

Increase resilience:

People; cost/working capital; cyber security;
financing; safeguard intellectual property;

contractual flexibility, etc.

Adapt strategy and op model:

Update strategy and operating models to reflect
the new reality: market entry/exit; DD on
investments; supply chain adaptations; IT and
data strategy; threat intelligence and incident

response; operations footprint, etc.

A

Impact of a single external
trigger
CFO, CSO, CRO, CTO, GCO etc.

A

Consequences for an individual business
function or unit
Functional and BU heads etc

A

How to respond to geopolitical
trends, events and risks
Chairs, Boards, CEO, CFO and CSO

Page 12

These steps
are scenario-
independent

This step is
scenario-
dependent
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Conversations about how to respond must be grounded in structural trends versus short

term uncertainty and the use of scenarios

Master geostrategy

= Scan: monitor the full range of external trends and
forces

= Focus: reporting and understanding impact on the
business

= Manage: incorporate these trends into the ERM and
wider decision-making frameworks

= Strategize: incorporate political risk analysis into
operations and strategy

= Govern: Establish a cross-functional geostrategic
team with clear ownership

= Recruitment and Training: ensure you have the right
skills in place to do this

Increase resilience

= Scan: monitor the full range of external trends and
forces

= Cost/working capital

= Utilization pressure

= Data security

= Financing

= Legal setup/GCO/sanctions/compliance
= Contractual flexibility, etc.

= Cyber resilience planning, execution and testing,
protect IP

Adapt strategy and op model

= Growth strategy

= Market entry

= Pricing strategies

= Due Diligence on investments

= Supply chain strategy and adaptations
= Footprint

= Market/Product portfolio

= |T and Data Security

= Opportunities for margin/growth

= Operations footprint

= Value propositions (e.g., employee, customer), etc.

= Threat intelligence, monitoring and
incident response

“No regrets” moves — these steps are Scenario Independent. First, master geostrategy, so that our client has full understanding of
the external trends, of the impact on their business and their options. Second, increase resilience during the period of uncertainty

whilst the trends and events play out.

For some issues (e.g., latest US tariffs) it is too early for major moves
as the right action is too scenario dependent.

NB for other issues — e.g., inward and outward investment
restrictions in strategic sectors, the structural trend is clear and action
can be taken.
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But strategy orientation cannot be externalized — companies must shift from reactive to
pro-active in their geopolitical strategy

SCAN ASSESS

FOCUS PRIORITIZE Companies need to move to a

Traditional global operating proactive mindset

models are being tested by a ) -
. : by adopting a geopolitically-
Comp|eX Interp|ay Of tar|ffs; Pro-ACt “ Re-ACt Savvy corporate Strategy that

sanctions, export controls,

regional power shifts, and with a geostrategy with boldness will enable them to get ahead
T T e of external shocks and create
: MANAGE ADAPT a stable platform for growth.

STRATEGIZE EXECUTE
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To become pro-active again and formulate a geopolitically-savvy strategy, four impact
areas need to be assessed

Governments are increasingly restricting where firms can source, sell, or operate, with non-compliance

bringing legal and financial risk. US semiconductor controls on China disrupted supply chains, while
|mpermissib|e business sanctions on Russian energy forced Europe to diversify. Aviation and defense companies face stalled
partnerships due to technology transfer rules. These and other similar measures shrink revenues and
accelerate decoupling, forcing companies to redesign global operations to adapt to geopolitical shifts.

Even when legally permissible, tariffs and protectionist policies can undermine profitability. Retaliatory measures
between the US, EU, and China have pushed firms to relocate manufacturing from China to Southeast Asia,
Mexico, and Eastern Europe. European tariffs on Chinese EVs disrupted automotive markets, while electronics
and renewables face subsidy disputes. Companies have responded by nearshoring and diversifying supply chains,
but constant reassessment is needed as global trade dynamics shift unpredictably.

Commercial viability

GE
GG
DS

€

Data and technology regulations are fragmenting global operations. China’s localization rules, the EU’s GDPR, and US export

Ope rations and data a controls are increasingly creating geographic-specific data and technology systems. Financial services, healthcare, and
technology firms face strict oversight of sensitive information, while cloud providers absorb heavy compliance burdens. Export
g limits on Al and cloud resources complicate innovation and cross-border collaboration. The result is a fractured digital economy
that slows efficiency and increases operational risk.

Corporate pOIICV Geopolitical and social pressures are shaping corporate strategy beyond compliance. Consumer backlash drove apparel firms away from
cotton sourced from Xinjiang, while technology companies face political scrutiny over content moderation. Energy firms have accelerated
climate commitments under investor and government pressure. Companies must balance global standards with local sensitivities,
managing reputational risks alongside operational ones. Corporate policy is now a strategic lever, requiring proactive engagement with

Severity of impact; stakeholders and alignment with shifting societal expectations.
Clarity of strategic response
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The following key questions help determine impact areas and define the right global

strategy

] = Are government policies or regulations restricting where we can sell our = What new compliance requirements or capabilities do we need?

Im perm ISSI ble products? If so, what share of our business is affected?

business = Are we reliant on specific technologies or inputs that are restricted by export
controls or sanctions?

com merCiaI = |s geopolitical risk creating supply chain disruptions = Is geopolitical risk affecting the profitability of our any corresponding investments or market l}ﬁ
or delays, or increasing supply chain costs? business in certain geographies? entry/expansion opportunities? E%(ﬁ‘)

Viability = |s geopolitical risk having a material impact on our = Are there any divestments or market exits that G-/
cost of inputs, talent, or capital? would improve our commercial viability? Are there

Operations a nd = |s geopolitical risk affecting our data management intellectual property? = What cost reductions or operational efficiencies can a
locations and costs? = |s geopolitical risk affecting our Al strategy? we implement to offset rising costs? g

data = |s geopolitical risk affecting the security of our

Cor Orate = What markets are critical to our long-term growth commercial markets? = Do we have the resilience in our capital structure to

p strategy? = How does our current global footprint and strategy ~ succeed in this geopolitical environment?

policy = Are we willing to exit or avoid certain markets to affect stakeholder perceptions of our company? = Do we have the governance and scenario planning

reduce geopolitical risk? = Does the current geopolitical environment capabilities to support agile geopolitical decision-
= How politically sensitive is the sector we operate in? necessitate a re-evaluation of our mission statement making?

If sensitive, do we have unique offerings that give us  and source of long-term value?

leverage to operate globally despite tensions? = How does the geopolitical environment affect our
How aligned is our operational model with the strategic advantages or disadvantages?
foreign policy stance of our home country? What = How will likely future geopolitical risks affect our
about the foreign policies of key suppliers and operating model and supply chain strategy?
et
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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

Our unique combination of transformative strategy, transactions and corporate
finance delivers real-world value — solutions that work in practice, not just on

paper.

Benefiting from EY’s full spectrum of services, we’ve reimagined strategic
consulting to work in a world of increasing complexity. With deep functional
and sector expertise, paired with innovative Al-powered technology and an
investor mindset, we partner with CEOs, boards, private equity and
governments every step of the way — enabling you to shape your future with
confidence.

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
www.ey.com/parthenon.

© 2025 EY-Parthenon

All Rights Reserved.

ey.com
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