MANUFACTURING

MEGATRENDS

The Impact of
Megatrends on U.S.

Manufacturers




Introduction

Manufacturing’s leaders are facing unprecedented Recent shifts in technologies, demographics,
global complexity, and the sector is now powered and markets have created a new normal for

by software and data every bit as much as by steel = manufacturers. Those that adapt quickly will

and electricity. The ability to access insights about emerge more innovative and agile than their

how to survive and thrive has never been more competitors. Five disruptive changes set the stage
critical. for the future of manufacturing.

"I\ISF:?I-TSQEVC\)/N THE NEW EC%LI\?OBMAIIEZIZRIESDKS REGULATORY TECHNOLOGY’S
CURRENCY WORKFORCE & OPPORTUNITIES LABYRINTHS PROMISE & PERIL
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Perspectives from senior leaders about the
impact of information transparency trends on
their businesses...

Customers shopping for 40%
lowest cost options B 10%

Buyers’ access to more 16%
vendor information ISR 36%

Collecting data about the

! 4%
customer experience I 66%

Sharing customer data with

4%
channel partners e 35%

Understanding TCO  puim—— 75%
Analyzing customer ; qo
I 507

purchase behaviors

THE NEW GURRENCY

Thanks to unparalleled access to information Understanding total cost of ownership (TCO) offers
on pricing and profitability, customers have companies a profit opportunity, but for premium
never been better informed on the total cost providers, comparison shopping can negatively

of ownership. affect the business.
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Perspectives from senior leaders about the
impact of demographic trends on their
businesses...

Access to talent with  p—— G 4 0/,
skilled labor experience 13%

Baby boomer retirements 6%_ 46%

Work-life expections p— 340
of millennials 9% 34%

Access to talent with p———— 330/,
advanced education 26%

Changing profile of  p——— 309
the U.S. workforce 14%

Urbanization of talent markets w 23%

TH E N Ew wu R KFU RGE IncreaSIng frecianee wordoree - 1%2/8/0

m Negative impact Positive impact n=g1

Labor markets are transforming—the 100% of middle managers report that the skills gap
manufacturing workforce is aging, it’s harder is having a negative impact on their businesses,
than ever before to attract talent, and women whereas only slightly more than half of CEOs and
and minorities make up an increasingly large presidents agree.

share of the workforce.
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Perspectives from senior leaders about the
impact of economy on their businesses...

i inty
Global economic uncertainty =g/’ 86%

I 75/
Strong U.S. dollar 5% o

i L —
U.S. economic uncertainty S 40, 75%

Fluctuating exchange rates ENSSE——————— /3%

Energy price volatility 10% 56%

i i |
Commodity prices 38%

30%

RISKS & OPPORTUNITIES

With 45% of U.S. manufacturing revenue Although pessimistic, CEOs and presidents
generated overseas, exposure to currency are more optimistic than their teams about the
fluctuations, volatile energy and commodity = impact of currency exchange rates and economic
prices, global supply chain disruptions, and uncertainty on their businesses.

regional economic uncertainty is at an all-

time high.
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REGULATORY
LABYRINTHS

The regulatory playing field has never been
more global or less level. Ever-changing
regulatory requirements make it increasingly
difficult (and costly) for manufacturers to
succeed globally, and force manufacturers to
reallocate resources to address burdensome
regulations.

Source: MAPI research

Perspectives from senior leaders about the
impact of regulations on their businesses...

U.S. tax policy
Affordable Care Act
International corporate tax policy

Proposed environmental regulations
U.S. fiscal policy and
government spending

Conflict minerals compliance
U.S. monetary policy

U.S. leadership changes
FCPA compliance

International leadership changes

m Negative impact

T 64%
30/0_ 60%
0
£ 49%
0
A 43%
EEss——— 360
o 36%
1%
e 21%
26%

36%

— 0
00> 10
e 18%
16%
1%

3%

Positive impact negi

In our survey, CEOs and presidents were the most
likely to say that regulations have a negative
impact on their businesses.
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Perspectives from senior leaders about the
impact of technology trends on their
businesses...

Automation _2% 84%

RODOLICS i — 75%

Remote monitoring with IoT devices 1%_ 75%

Engaging customers with 6%
digital channels 70%
IoT-enabled products e 65%
Employee use of connected devices 10% 62%
3D printing Sk 58%

Cloud computing & 47%

9%

Wearable devices mmmminse— 3409,
PRD M ISE & PE RI L B More opportunity than risk More risk than opportunity
n=81

The digital revolution is delivering amazing Executives are overwhelmingly positive about most
opportunities, such as the Internet of recent technological advances, yet a small minority
Things, 3D printing, and the cloud, as well express concerns about the risks associated with

as a Pandora’s box of risks, meaning that cloud computing, wearable devices, and connected

intellectual property can be stolen and online  devices at work.
reputations tarnished in seconds.
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Top 10 Trends Negatively Affecting Businesses

The executives we surveyed overwhelmingly Of the top 10 negative trends affecting businesses
pointed to economic factors as having the most in 2015, all but one—the skills gap—concern
significant negative impact on their businesses in economic or regulatory matters.

2015.

2 3 4

Global economic Strong U.S. economic Fluctuating

uncertainty U.S. dollar uncertainty exchange rates U.S. tax policy

6 7 8 9 10

Affordable Energy price Access to LG Conflict minerals

care act volatility skilled labor corpor?te compliance
tax policy
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Respondents at a Glance

Respondents by Revenue Size Respondents by Role

More than Strategy NEEEEEEEEEESSS——— ] 6%
$10B, 9% Business/general management m——————— 5%
Operations EEE————— 14,
Finance mmaEEESSSS————— 4%,
Corporate/business development I 12 %
Legal and compliance m———— 11%
Less than
$1B, 40% Sales meeeesssss———— 10%
Research and development m— ———— 10%
Engineering me— 0%
Marketing ——————— O %
Human resources mE———— 6%
Risk management m—— 5%
n=81 Information technology —m— 50,

Respondents by Title Other = 2% n=81

Vice president I 30%

$5B-10B,
7%

$1B-5B,
44%

MAPI surveyed members of the CEO; CFO;

Senior vice president IEEG_—G—_— 17% Division Leadership; Engineering, Research, and
Executive vice president IEE——— 11% Development; Finance; HR; Law; Manefa_cturing;
Marketing; Sales; and Strategy Councils in December
Director NI 11% 2015 about the impact of megatrends on their

businesses. This report summarizes the results.
General counsel . 10% P

Functional head I 5%
President I 5%

CEO Wl 5%

Managing director HEE 4%

General manager H 2% I I I MAPI
n=81
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Respondents at a Glance

Industrial machinery manufacturing
Electrical equipment manufacturing
Aerospace and defense

Machinery manufacturing

Automotive

Construction equipment and materials
Heating, air conditioning and commercial refrigeration
Fabricated metal manufacturing
Transportation

Agricultural, construction and mining machinery
Primary metal manufacturing

Oil and gas

Miscellaneous manufacturing

Engine and power transmission equipment
Construction and engineering services
Rail products

Plastics and rubber products

Household appliance manufacturing
Safety equipment and supplies
Chemicals, other

Chemicals, petrochemical

Paper and paper products

Distribution

Computer hardware and peripherals
Other

Wood products

Power generation equipment

Medical devices, equipment and supplies
Logistics provider

Household and personal products

Food

Energy production

Consumer electronics

Computer software

Beverages

Apparel

Source: MAPI research

22%

17%

17%

15%

14%

12%

10%

10%

9%

9%

EEE—— ( 0/,
EEE—— ( 0/,
—— 5 0/
EE—— 5 0/,
—— 50/,

—— 4]0/
e 4.0/,
—— 4.0/
—— 4]0/,
e—— 4]0/
—— 0/,
)0/
—— )%
)/
—— )%
1%

1%

1%

1%

1%

= 1%

1%

= 1%

1%

= 1%

1% n=81
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