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International Trade Impacts

Macroeconomic Context:

O US consumer demand still strong in Q3 2021 due to lingering Federal stimulus, wealth effect, savings

0 Q12021 US personal consumption expenditures (PCE) rose 11%; IHS estimates 11.4% in Q2, at annual rates
0 US manufacturing industrial production up 0.4% despite autos production weakness with supply shortages.

O IHS Markit Purchasing Manager Indexes (PMI) indicate the near-term trouble in supply chains and shifts in
supply chain strategies away from Just-In-Time lean inventories

Trade Indicators:

O Imports and trade deficit growing despite shipping delays and high rates
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Import demand: U.S. consumer card-based spending still increasing in 2021

Average consumer credit and debit card spending
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Source: Opportunity Insight Economic Tracker, Affinity Solutions
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US business inventories fell in 2021 1st half. Demand exceeds supply
Unlike intentional inventory draw-down in 2020 recession, this was unwanted

Change in private nonfarm inventories, 2012 dollars
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U.S. inventories down more than overall manufacturing, wholesale, retail

Stocks of inventories
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Purchasing Managers Index (PMI) Surveys of Supply Chain Indicators:
supplier delivery time and inventory indexes are short-term leading indicators

Suppliers’ Delivery Times Index Global PMI Suppliers Delivery Times Index: Record low in 2021 YTD
> “Please compare your suppliers’ delivery times 58 4
(volume weighted) this month with the situation 54 -
one month ago” 50 -
Faster / Same / Slower 46 7
42 -
38 -

Stocks of Purchases Index 3
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> “Please compare your stocks of purchases (in
units) this month with the situation one month

”

Global PMI Stocks of Purchases Index: Parts inventories still rebuilding

ago
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Stocks of Finished Goods Index 4 -
> “Please compare your stocks of finished goods (in 42 1
units) this month with the situation one month .
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Note: IHS Markit PMIs are diffusion indexes with 50 the break point between higher / lower answers from the surveyed purchasing managers
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PMI inventory stock holding indexes indicate 2021 drops in most sectors

U Inventory draw downs except in Tech in 2021; Autos sector inventory deteriorated the most in 2021

O Automotive sector stocks of purchases dropping due to shortages of chip components YTD 2021

Global Sector PMI Stocks of Purchases Index Global Sector PMI Stocks of Purchases Index
56
54
52
50

Rl AE—

Consumer

Manu_Eng 48

p 46
Retail

44

Chems g 4

-
I
40

Jan-20 Apr-20 Jul-20 Oct-20 Jan-21 Apr-21
45 46 47 48 49 50 51 52 e ALTOS e Chems e CONSUMEr
e [aNU_Eng e R eta e Tech

mYTD2021 mH22020

Confidential. © 2021 IHS Markit®. All rights reserved. 7



Shift in inventory strategies away from lean “Just in Time” approaches

O Forward-looking PMI orders-to-inventory ratios increasing for all sectors except consumer goods
O Autos sector orders outrunning pre-production inventories the most

O Evidence of shifts from JIT towards Just-In-Case inventory strategies

Global Sector PMI Orders/Inventories Index Global Sector PMI Orders/Inventories Index National PMI Orders/Inventories Index
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US import surge to meet demand ahead of lagging US exports recovery

Real exports and imports of goods and services
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US expanded trade deficit is from goods, as US net services trade is positive

US net exports, NIPA
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Ocean Container Shipping Rates at Record Highs, Asia to US West Coast

Rates levels at new peak currently and don’t including other fees
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US container port performance slowly improving
Southern California ports, the biggest, have also been the largest problem

Backlog of daily vessels awaiting el ST ST R RE TS LT Rer T 4T TR

berths is down since February Total container ships in LA and Long Beach port, Feb. 2, 2020 through May 12, 2021
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