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Subjects for today’s talk:

1. Consumer product supply chains: a snapshot
2. Short and longer-term issues facing supply chains today
3. Implications for management education
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How did | arrive here?
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Population and Community Development Association (PDA)

Bangkok, Thailand
Development Manager

Geneva, Switzerland
Director for Greater China

' FUNG GROUP

Hong Kong, China
Sustainability, Supply
Chains & Global Affairs

Shenzhen, China
Global Finance
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The Fung Group

Founded in Guangzhou, China in 1906, the Fung Group of companies operate diverse businesses across the entire

global supply chain for consumer goods including trading, logistics, distribution and retail..

Our vision is simple but bold — to create the Supply Chain of the Future.

1949 - 1979

A Hong Kong-based
exporter

1979 - 1995

Emergence of
a regional company

1995 - 2017

Evolution of a global
supply chain solutions
provider

2017 - Today

Creating the supply chain
of the future



Fung Holdings (1937) Limited

A privately-held entity and major shareholder of the Fung Group
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Li & Fung creates customized, end-to-end supply chain and
logistics solutions for brands and retailers worldwide

Brands and
retailers Consumers

Buyer

Wholesaler .
planning

Local
transportation Product design
Hubbing and
consolidation Product

development

Freight forwarding and

customs clearance Vendor Compliance

DC and transport Raw material sourcing

management

Manufacturing Factory sourcing
control



Consumer Products

SOFT GOODS
L KRS

Apparel

* Men’s, women’s, maternity,
children, babies

* Woven, denim, sweater, leather

* Tops, bottoms, dresses,
outerwear, performance

Footwear

* Casual, school, costume, formal
* Crocs, slippers, flip flops

* Boots, functional

* Toddlers, baby

Accessories

* Handbags, other bags, backpacks

* Jewelry

* Fashion accessories

* Hair, hats, belts, socks, umbrellas,
small leather, non-leather goods

HARD GOODS
? a2

 Sports and travel

Toys and games

* Home and bath textiles

* Home décor

* Furniture (indoor/outdoor)

* Home appliances and
electronics

* Kitchen and dining

* Outdoor (BBQ, gardening)

* Renovation and hardware

* Home storage and laundry

* Toiletry, bathroom accessories

* Car accessories

e Consumables

* Festive goods

* Pet supplies

* Cabinetry, fixtures and supplies

* Gifts and stationery

* Art supplies



Services | Logistics

17 jurisdictions (incl. US and UK)
200 + Distribution centers
~ 26 million square feet DC space

~ 500,000 TEUs handled per annum

Leadership in key verticals

Footwear & apparel
Food & beverage
FMCG

Healthcare

Electronics

Transportation Distribution Centre
Management and Value-Added
Services (TMS)  Services (DCS & VAS)

E-Store design Pre/Post-
and management sales
support

E-Commerce

Warehousing
and
fulfilment

Cargo Freight forwarding Customs
consolidation (Ocean & Air) clearanceand
and purchase value-added

order services
management

| FLoaGisTICS



GEOGRAPHIES: 50+ production economies, dominated by Asia

Top Five Sourcing Countries

. China - Vietnam

== ndia - ;
— Indonesia

Number and Percentage of
Active Factories by Region

1%1%1%

i |

4%

Total Number of
Active Factories

6,929

China 4,935
South Asia 881

Southeast Asia 649
Europe and Turkey 270
North Asia 83

Americas 65

Others 46

. Bangladesh

%

71%
13%
9%
4%
1%
1%
1%

Canada

United
States

Mexico Honduras it
Guatemala -- - Dominican Republic
El Salvador -- Nicaragua

Peru Brazil
Paraguay

Chile

United Netherlands
Kingdom - -- - Lithuania
- Germany - Ukraine

Spain " Romania Korea
Portugal Maly  pylgaria Turkey China
TR m El]  Japan
Tia Jordan Bangladesh - Hong Kong
Egypt Pakistan 3 LELS Taiwan
India - Macau
Thalland- - Vietnam
Ethiopia m Cambodia Philippines
- Sri Lanka Malaysia
Singapore E
Kenya

Indonesia
Mauritius

Madagascar .
Australia

Lesotho
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Issues facing supply chains today

Covid-related closures and disruption, upstream & downstream
Rise of e- and m-commerce

Financial constraints, trade finance gap

Increasing demands around sustainability

Geopolitical tension and uncertainty
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Cross border trade complexity, changing trade rules



Issues facing supply chains: Covid related disruptions

=
Rich countries will have vaccinated the bulk of their populations earlier than others
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When will widespread )
vaccination coverage
be achieved?

I By late 2021 r. ‘,‘

By mid-2022
By late 2022
B From 2023 onwards

b
Forecast closing date: July 28th 2021 0,
Source: The Economist Intelligence Unit.

Ningbo terminal closure and what if Covid
hits more Chinese ports

Home > Topics > Sourcing MARCH 24, 2020 2:26PM ET

India Shuts Factories. Locks
Down Country for 21 Days to
Contain Coronavirus Crisis

By Tara Donaldson | o v a +

d e
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Production Storage Customers
: Distribution

Strategies

e Geographical diversification,
Double and triple sourcing

* Onshoring / nearshoring

 Demand-driven, inventory-
driven supply chain

* Micro-sourcing

* Visibility and agility



Issues facing supply chains: Rise of E- and M-Commerce

Supply Chain Strategies :

Unstoppable rise of e-commerce, changes
consumer expectations and retailer
demands

Retail Ecommerce Sales Worldwide, 2019-2025
trillions, % change, and % of total retail sales

$7.385

2019 2020 2021 2022 2023 2024 2025

M Retail ecommerce sales
® % change ® % of total retail sales

Note: includes products or services ordered using the internet, regardless of the
method of payment or fulfillment; excludes travel and event tickets, payments
such as bill pay, taxes, or money transfers, food services and drinking place sales,
gambling, and other vice goods sales

Source: eMarketer, May 2021

T11547 eMarketer | Insiderintelligence.com

Speed to market

Small-batch production
knitup

Get ready for the
future of design and
manufacturing!

Knitup is built to provide the small apparel brand with world-class production
capabilities for knitwear through a technology-first approach to manufacturing.

Enter your email for the latest updates on the development of our platform,
or to access our sourcing services.

Digital design and development

| v ¥




Issues facing supply chains: Rise of Sustainability

Consumers globally are waking up to sustainability...

Net willingness to 42
pay more for
products or brands .

that work to
improve society and
the environment

32%
A A
2019 2020

45 Lifestyle to be more
. environmentally friendly

Lifestyle to be healthier
physically and mentally

M Desire to change a great deal  44%

M Have made major changes 23% \

2021

1

Source: Globescan Consumer Research Program, APAC Highlights, Jan 2022

Facility accreditation

Indgg g

@ ZDHC

Zero Discharge of
Hazardous Chemicals

Supply Chain Strategies :

Product accreditation

OEKO—TEX®

CONFIDENCE IN TEXTILES

STANDARD 100%?

00000000 Institute

Tested for harmful substances.
www.oeko-tex.com/standard100

1)

19

LEED CERTIF/gp

bluesign’

—
CARBON
TRUST

VA Transparency-

and firms are increasing their sustainability commitments

Since the start of Covid-19, my firm's commitment to supply
chain sustainability has...

Source: MIT CTL State of Supply Chain Sustainability 2021

Multi-tier traceability

PROVENANCE

PRQOF


https://3ng5l43rkkzc34ep72kj9as1-wpengine.netdna-ssl.com/wp-content/uploads/2022/01/GlobeScan_2021_Healthy_and_Sustainable_Living_APAC_Insights.pdf

Issues facing supply chains: Geopolitical tension and uncertainty,
driving complexity in trade rules and compliance

China Reemerges as Biggest
Trading Partner of the U.S.

CBP Issues Region-Wide Withhold Release Order on Products Made

Volume of trade with the biggest trading partners bySlave LaborlnXinjlang
of the U.S. (in billion U.S. dollars) PRRADUE JamaLLs 2
WASHINGTON — Effective January 13 at all U.S. ports of entry, U.S. Customs
and Border Protection (CBP) w|l| detain cotton products and tomato
- China - MEXiCO Canada - Japan - Germany products produced in China’s Xinjiang Uyghur Autonomous Region.

Supply Chain Strategies :

on of
of wages, and abusive living and working conditi

560.1
538.1]
183.6 * A-politics
1729

— i e e b s it * Traceability systems
400
Brands f mpetin mands from _ :
200 = — ands face competing demands fro * Rethinking supply chain

consumers on opposite sides of the world geography

0
2011 11 12 13 14 "5 "6 17 "8 19 20

Imports plus exports
Source: Census Bureau

©@®0O statista %

Difficult to un-couple the world’s two

largest economist H&M~N|kq%nuHEE§§l&'FR!ﬂﬁ7
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Issues facing supply chains: Trade Finance gap

Figure 1: Global Trade Finance Gap

15.0
10.0

50

0.0

2014 2016 2018 2020

mm § trillion (left) == % of global trade (right)

Source: ADB. 2021 Trade Finance Gaps, Growth, and Jabs Survey—
Banks; and World Trade Organization. WTO Data. https://data wto.org/
(accessed 23 August 2021).

Figure 6: Major Types of Barriers
to Firms over the Next Year

Lack of access to finance 31%

Lack of government support
. X % 22%
or insufficient stimulus measures

Disruption of

production/supply chain 2%

Decline in revenue 17%
due to weak demand

Lack of knowledge

and/or skilled staff ep

0% 10% 20% 30% 40%

Figure 10: Informal Financing Sources Sought
(% of responses)

Business partners 33%

Family members

and relatives 25
Moneylenders 18%
Informal savings and 17%

credit groups

Diaspora associations,

friends, and neighbors %

0% 10% 20% 30% 40%

Source: ADB 2021 Trade Finance Gaps, Growth and Jobs Survey

Supply Chain Strategies :

WALMART PARTNERS WITH
HSBC, CDP TO LAUNCH NEW
GHG EMISSIONS-BASED SUPPLY
CHAIN FINANCE PROGRAMME

Trade Finance Program

Supply Chain Maps for
Pandemic-Fighting
Products


https://www.adb.org/sites/default/files/publication/739286/adb-brief-192-trade-finance-gaps-jobs-survey.pdf

In short, the future supply chain will be
Digital & data driven
Sustainable & certified
Geographically wise
And fully traced end to end

What are the implications
for management education & leadership development?
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Challenge for Management Education:
How to embed sustainability thinking across the curriculum

“ESG” implies that these subjects can be taught (and applied) as a discrete bundle. Actually the opposite is true.
The best examples of sustainable business result from rethinking the product, operation, or strategy end-to-end.

A
INTEGRATED THINKING i1 FINANCE
“sustainability and...” Y, o MR * Different time horizon for return
Design '-: F!E//T—AIIL on investment
Marketing RECYCLE » Different sharing of profits
Manufacturing * New sources of finance
Transport
Retail
@ m CONTINUING EDUCATION
I.N NTZ(\:/::L(I)OI\;y drives RESTErS ASSEIBLY “Education is what remains
after one has forgotten
operational upgrading with TR v{hat one hasj;eagrned in
sustainability impacts % . school.” -Einstein
e Sustainability changes T
business models and value MANUFACTURING
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Educating the teams that can produce innovations for the future...

Adidas Parley shoe

* New material

* Tweaked design

* New marketing, new market
* New functionality

6 CLP Carbon Credits 2 Login/Register LeVi’s Water-less jea nS
e o *  Different treatment of material
Projects * Tweaked design

* New marketing, new market

4
Al e 2 | CLP Carbon Credits
— * New product and revenue
f source

w——" X~ * Complementary model
Theni | Wind Farm (R * New marketing, new market

Location Tamil Nadu, India
Capacity 56.0MW Capacity 49.5MW

Commissioned 2011 Commissioned 2010
Type of Credit VER Type of Credit CER



Thank you!
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