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We Are In The Eye of a S.I.P.
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Af Atrategic inflection point is a time in
the life of a business [or country]
when its fundamentals are about to
change. That change can mean an
opportunity to rise to new heights. But
It may just as likely signal the
begi nning of the

A Andy Grove, Only the Paranoid Survive
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At the End of WW I

A Europe and Asia had suffered
unimaginable death and destruction.

A Most factories of our industrialized
competitors had been destroyed.

A For a brief period, American
manufacturing firms were the only
game in town.




Assume is a Very Dangerous Word

A We assumed that Third World
Countries would always be dirt poor
colonies.

A We assumed that Third World
Countries would never be able to
produce innovative products that could
compete with our products.

A We Were Wrong On Both Counts.




Be Careful What You Wish For

A We told the world that our way of life
was better than Communism or
Socialism.

A CNN and Hollywood showed the world
an irresistible vision of American Life.

A Then the Unthinkable happened.

A On November 9, 1989, the Berlin Wall Fell
A On Christmas Day, 1991, the USSR ceased to exist.

AWe had won the Cold War.

A And most people in the world wanted to
live like US.




Birth of the BRICs

Aln 2001, as the Internet Bubble was
collapsing and the stock market was
iImploding, Goldman Sachs predicted

that four

countries would dominate

global economic activity in the 215t

Century.
A Brazil
A Russia
Alndia
A China




The Axis of the Future




Are These Guys Crazy?

A 6,100% Annual Inflation (1994)
A Shock Therapy and the Oligarchs (1990s)
A Two Weeks of Foreign Reserves (1991)

A The Cultural Revolution (1966-1976)




=i Largest Countries By Population

China 1,338,612,968 iy smatier than the us)

India 1,166,079,217 Gighiy more than one-third the size of the Us)
United States 307,212,123 (6 25% ot the carthss 1and ma:
Indonesia 240,271,522 (ignity ess than three times the size of Texas)
Brazil 198,739,269 Gighiy smatier than the us)
Pakistan 176,242,949 ignuy ress than twice the size of Californiay
Ban 0 ladesh 156,050,883 Giightiy smatier than toway

Ni g eria 149,229,090 signty more than twice the size of caiifornia)
Russia 140,041,247 (pproximately 1 times the size of the Us )
Japan 127,078,679 sighty smatter than caiitornia)
Mexico 111,211,789 (signtlytess than three times the size of Texas)
Philippines 97,976,603  iignty targer than arizona)
Vietham 86,967,524 (sighty targer than new mexico)

CIA World Factbook - March, 2010



Elephants Emerging from the Mist

A Total World Population = 6,790,062,216
A BRIC Population = 2,843,472,701 (41.9%)

A Total World Land Area = 174,814,000 sq. km. (- oceans)
A BRIC Land Area = 38,471,715 (22%)

A Total World Gross Domestic Product = $57.53 Trillion

A Total World Gross Domestic Product = $70.24 Trillion
(Purchasing Power Parity) (p.p.p.)

A BRIC Gross Domestic Product (p.p.p.) =$16.4
Trillion (23.4%)

Source: CIA World Factbook i March 2010



Today, The BRICs Have Arrived

A BRICs Economies collectively are now
23.4% of global GDP, which is $1.9 trillion
| arger than Ameri caos

A China is the second largest economy in
the world. Today!

A Indiais the fourth largest economy in the
world. Today!

CIA World FactBook, Goldman Sachs and Professor Doggett Analysis
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Natl O n al G D P I n 2009 (purchasing power parity)

Country

United States
China

Japan

India
Germany
United Kingdom
France
Russia
Brazil

Italy

Mexico
Spain

South Korea
Canada

GDP

$ 14,520,000,000,000

$ 8,768,000,000,000
$ 4,141,000,000,000
$ 3,548,000,000,000
$ 2,812,000,000,000
$ 2,165,000,000,000
$ 2,113,000,000,000
$ 2,103,000,000,000
$ 2,024,000,000,000
$ 1,756,000,000,000
$1,473,000,000,000
$ 1,367,000,000,000
$ 1,343,000,000,000
$ 1,287,000,000,000

CIA World Factbook i March, 2010

2009 Growth %
-2.4%
8.4%
-5.7%
6.1%
-5.00%
-4.3%
-2.1%
-8.5%
0.1%
-5.0%
-7.1%
-3.7%
-0.8%
-2.4%



Chinais On the Move

A Goldman Sachs says that China can
become the largest economy in the
world by 2035 by growing by 5% a year.

AWhat does the world look like when
Chi nads econo myhanisis 9
today?

A What opportunities does this represent
for American entrepreneurs?




India Is Rising

A Goldman Sachs says that India can
challenge the US for #2 by 2040 by
growing by 6% a year.

AWhat does the world look like when the
Indian economy Is 12x bigger than it is
now?

A What opportunities does this represent
for American entrepreneurs?




Here Comes The BRIC Middle Class

A Goldman Sachs predicts that the BRIC Middl
Class couldjrow 4x in the next decade

A Never before have we seen the addition of
750 million new members of the middle class
In one decade.

A Goldman says that the BRIC Middle Class
could grow from 250 million in 2005 to 3.5
billion by 2050*

Jim O'Neill, Managing Director & Head of Global Economic Research, Goldman Sachs, 5/06



How Far The BRICs Have Come

A In 2006 the G7 (US, Japan, Germany, France, Britai
Italy & Canada) held $1,253,900,000,000 in FOREX

A.&8 U0KS SYR 2F Hant | KAY
passed $1,500,000,000,000

A China spent $65 billion for the Olympics. 5x the cos
of the Athens Olympics.

Al KAYIFQa [/ KAYIE Ly@SadayYSy
billion State VC Fund

A Today, China has $2,400,000,000,000 in FOREX
reserves.

Professor P. Konana, McCombs School of Business, University of Texas at Austin & Goldman Sachs



Go Where the Market Is

A 756 million Mobile Phone Users in
Ch I n a (January, 2010)
AOnly 56.3% of Chinads poc

A 550 million Mobile Phone Users in India

A 19,000,000 Indians signed up for cell phone
service in January, 2010 . . . for the first time ever

A 612,903 new subscribers every day of the month

AAl'l of Motorol abds mo
developed and designed in Beijing

A They outsource to the US and Europe for
Al ocal i zati ono

McCOMBS SCHOQL OF BUSINESS



China Drawing High-Tech Research

A Mark Pinto, Chief Technology Officer of
Applied Materials moved to Beljing In
January

A Applied Materials is building its newest
and largest research labs in China

AApplied held its ann
meeti ng 1 n XI O0Oan, Ch

AAppliedds gl obal headque
California
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Thi s Wi | | Be Chi n

AWhen Xie Lina, a 26-year-old Applied
Materials engineer here, was asked
recently whether China would play a
big role Iin clean energy In the future,
she was surprised by the question.

AAMost of the graduat
China are chasing th

n Of cour se, Chi na wi
A New York Times, March 17, 2010

AWho. is. Your. Daddy?
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Who i1s Worried About IP?

Thermal Power Research Institute is
Chi n a0 s-leadimg l&bodratory on
cleaner coal, has just licensed its latest
design to Future Fuels in the US.

A Future Fuels will pay about $100 million to import
from China a 130-foot-high maze of equipment
that turns coal into a gas before burning it. This
method reduces toxic pollution and makes it
easier to capture and sequester gases like
carbon dioxide under ground.

AFuture Fuels will ship the equipment to
Pennsylvania and have Chinese engineers teach
American workers how to assemble and operate it.




Who Owns Our Debt? (Billion US$)

May 2008
A China = $506.8
A Japan= $575.3

A Caribbean Banking
Centers = $104.5

A Oil Exporters = $164.2
A UK =$271.2

A Brazil = $151.4

A Russia = $63.7

A Luxembourg = $75.2
A Hong Kong = $61.4

A Taiwan = $38.9

January 2010
A China = $889.0
A Japan = $765.4
A Oil Exporters = $218.4
A UK = $206.0
A Brazil = $169.1
A Hong Kong = $146.6

A Caribbean Banking
Centers = $143.5

A Russia = $124.2
A Taiwan = $119.6
A Switzerland = $84.4

http://www.treas.qov/tic/mfh.txt



http://www.treas.gov/tic/mfh.txt

Who is Our Banker?

AIn May, 2008, we owed China, Inc.
$607.1 billion.

A By December, 2009, this number had
grown to $1.16 trillion

A We borrowed an additional $552.9
billion in 1 %2 years.

AThisisa91.07%increasei n t hei r
to US

nl




What Are They Buying Now?

A Majority Share of GM China & GM India
A Hummer from GM (Not anymore)
AVolvo from Ford

A 15% of the Cleveland Cavaliers

A 20% of Fisher & Pavkel (New Zealand)
A Oz Minerals (Australia) for $1.4 billion

A Addax Petroleum (Swiss oil company)
for $7 billion

A Access to Kurdish & Nigerian oil fields

A 9.9% of Morgan Stanley & Citibank




Sixteen Tons

2009
i 52'at 8

Iindia 129
Braz=zil 142
China 159
Canada 259
Germany 285
United States 300
United Kingdom 466
Japan 471

Source: McKinsey Global Instituis

Chart 2
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Who's Riskier?
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Chart 3
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The New World Order in 20507  corvrimonwes

A China $70 A France $5
A USA $39 A Korea $4
A India $38 A Turkey $3
A Brazil $11 A Vietnam $3
A Mexico $10 A Canada $3
A Russia $9 A Philippines $2
A Indonesia $8 A ltaly $2
A Japan $7 A lIran $2
A UK $5 A Egypt $2
A Germany $5 A Pakistan $1

A Nigeria $5 A Bangladesh $1

Goldman Sachs BRIC Book (2007) - Page 154 McCOMBS SCHOOL OF BUSINESS



Are We Losing Our Touch?

ARGod bless the Chine
American diplomat in Brazzaville put it
bl unt |l vy. NThey Dbul |
and quite frankly we
takes to do those things anymore. All
we can do Is give English classes and
try to sell our tech

AChina Safari: On t he
Expansion in Africa, Serge Michel and
Michel Beuret, Nation Books, 2009




Who Would Have Thought?

WHEN CHINA
RULES
THE WORLD

THE END OF THE WESTERN WORLD
AND THE BIRTH OF A NEW GLOBAL ORDER

®

MARTIN JACQUES
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A Swarm of Inflection Points
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Dr. P. Konana, McCombs Business School, University of Texas at Austin




California Dreaming?

WSJ - June 25, 2007, Page Al




Welcome to the New China

copyright - John N. Doggett, 2008



Growth at Warp Speed

PUDONG, SHANGHAI
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