BIRLING Think Strategically

Global Transformations and Investment
Implications for the US and Puerto Rico:
7 Key Issues forthe Elections

June 16, 2024

Francisco Rodriguez-Castro, President & CEO

Global Transformations and Investment Implications for the United States and Puerto Rico

The world is experiencing rapid and profound changes driven by technological advancements,
geopolitical shifts, and environmental challenges. These dynamics present opportunities and risks for
investors, policymakers, and businesses. This comprehensive report explores critical issues shaping the
current and future investment climate, focusing on implications for the United States and Puerto Rico.

As we approach the November elections, every citizen who is concerned about the future of our nation
must consider these points as key factors influencing our decision. The choices we make at the ballot box
will not only affect our immediate economic and political landscape but will also have long-term
implications for our global positioning and local prosperity.

1. Misinformation and Disinformation: A Growing Threat

In foday's digital age, spreading misinformation and disinformation threatens societal cohesion
and political stability. Al-driven false narratives and deepfakes undermine trust in media and
institutions, posing severe risks to democratic processes and public discourse.

Misinformation refers to inaccurate or misleading information shared without harmful intent. It often
arises from genuine mistakes, misinterpretations, or outdated data. In contrast, disinformation is
deliberately false or deceptive information spread to deceive, manipulate, or harm. It typically
serves political, ideological, or malicious purposes.

The impact of misinformation and disinformation is profound. It erodes societal cohesion by
damaging trust among individuals and communities, fracturing social bonds, and undermining
cooperation. Politically, it can sway public opinion, influence elections, and destabilize
governments by exploiting existing divisions. Trust in media outlets and institutions declines when
they spread misinformation or fail to combat disinformation effectively. Furthermore, the rise of
deepfakes—Al-generated videos and images that convincingly fabricate events—blurs the line
between truth and falsehood, making it increasingly difficult for the public to discern reality.

Statistics highlight the extent of this issue. A 2023 Pew Research Center study found that 64% of
Americans believe misinformation significantly impacts their trust in government. The Global Risks
Report 2023 also identified misinformation and disinformation as long-term risks that could erode
social cohesion and frust in information.
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Several strategies are essential to mitigate these threats. Promoting media literacy is crucial;
educating the public about critical thinking, fact-checking, and discerning reliable sources can
help individuals navigate the complex information landscape. Independent fact-checking
organizations are vital in verifying information and countering false narratives.

Encouraging responsible information dissemination and promoting accurate content is essential to
combating disinformation.

Addressing the challenge of misinformation and disinformation requires collective efforts from
individuals, institutions, and technology platforms. By fostering media literacy and promoting tfruth,
we can mitigate the impact of these threats on our society and democracy.

2. Climate-Related Threats: Urgency for Action

Climate change stands out as one of the most pressing global risks in our rapidly changing world.
From extreme weather events to rising sea levels and resource scarcity, its impacts are felt across
economies and communities worldwide. The Intergovernmental Panel on Climate Change (IPCC)
warns that global temperatures are expected to rise by 1.5°C by 2040, intensifying the frequency
and severity of natural disasters.

Climate change manifests in various ways, each posing significant risks. Extreme weather events,
such as hurricanes, droughts, floods, and heat waves, are becoming more infense and frequent,
disrupting communities, infrastructure, and economies. Rising sea levels, driven by melting glaciers
and thermal expansion, threaten coastal regions like Puerto Rico with flooding, erosion, and
saltwater intrusion. Resource scarcity, impacting water availability, agricultural productivity, and
access to essential resources, further jeopardizes food security and livelihoods.

The IPCC's findings are a stark reminder of the urgency for action. Their reports indicate that global
temperatures will rise by 1.5°C above pre-industrial levels by 2040, exacerbating climate-related
risks. This warming trend fuels more frequent and severe natural disasters, underscoring the critical
need for preparedness and resilience efforts.

Puerto Rico, in particular, is highly vulnerable to climate change. The devastation wrought by
Hurricane Mairia vividly illustrated the island's susceptibility to extireme weather events, resulting in
extensive damage, loss of life, and economic setbacks. Puerto Rico must prioritize climate
resilience by strengthening infrastructure, improving emergency response systems, and promoting
sustainable practices to safeguard its future.

Climate resilience strategies for Puerto Rico involve fortifying infrastructure, protecting ecosystems,
and enhancing disaster preparedness. Sustainable development is critical, requiring a transition to
renewable energy, conserving natural resources, and promoting eco-friendly practices. By
investing in these areas, Puerto Rico can mitigate the impact of climate change on its economy
and society.

The need for action is urgent. By focusing on resilience, preparedness, and sustainability, Puerto

Rico—and indeed the world—can navigate the challenges of climate change and build a more
secure, sustainable future for all.
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3. Technological Change and Economic Uncertainty: Navigating the Future

In an era defined by relentless technological innovation, we find ourselves at a crossroads where
the opportunities for growth and improvement are as vast as the challenges they bring.
Advancements in artificial intelligence, blockchain, and clean technologies promise to drive
economic growth and enhance our quality of life. Yet, they also infroduce a new wave of market
uncertainty and volatility. According to a McKinsey Global Institute report, up to 375 million
workers—approximately 14% of the global workforce—may need to switch occupational
categories by 2030 due to automation.

Several key factors influence the journey through economic uncertainty. Geopolitical dynamics,
marked by political fragmentation and country tensions, inject turbulence into global markets.
Demographic shifts, including aging populations and evolving workforce compositions, are set to
reconfigure consumer markets and labor dynamics profoundly. Meanwhile, technologicall
advancements such as Al, automation, and blockchain herald significant productivity gains but
also raise critical questions about workforce reskilling and ethical considerations.

Businesses today must navigate a landscape marked by supply-chain disruptions and economic
volatility. The push towards digital fransformation, spearheaded by technologies like Al, reshapes
industries. However, this transformation demands that workers adapt to new skill requirements and
evolving job roles. Embracing agility, fostering continuous learning, and maintaining strategic
foresight are essential for thriving in these uncertain environments.

Technological innovation, while offering tools to reduce uncertainty, also has the potential to
disrupt traditional job roles. The key to leveraging these innovations lies in reskilling and adaptation.
Workers must be prepared to pivot and learn new skills to stay relevant in an ever-changing job
market. This adaptability will be crucial in mitigating the impacts of technological disruptions.

To successfully navigate the future amidst these rapid changes, embracing change, staying
informed, and fostering a culture of adaptability is imperative. By doing so, individuals and
businesses alike can weather the storms of economic uncertainty and harness the potential of
technological advancements to build a more resilient and prosperous future.

4. Social and Demographic Changes: Adapting to Shifts

Our evolution, population shifts, workforce trends, and social inequalities are profoundly reshaping
the investment landscape. By 2045, the U.S. is projected to become a majority-minority nation, with
no single racial or ethnic group constituting the majority. Understanding and adapting to these
demographic changes is vital for long-term planning and success.

Population shifts are influenced by factors such as birth rates, migration, and aging. These
dynamics impact economic frends, consumer behavior, and labor markets. The workforce is also
transforming due to technological advancements, automation, changing skill requirements, and
altering employment patterns. At the same time, social inequalities based on race, gender, and
socioeconomic status persist, posing significant challenges to achieving a fair and sustainable
society.
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The demographic tfransformation of the U.S. will have far-reaching implications. Market dynamics
will shift as consumer preferences and spending habits evolve. Businesses must adapt to a more
diverse workforce, accommodating varying needs and perspectives. Policymakers must address
social disparities and promote inclusivity to ensure equitable growth.

For investors, these demographic shifts present both challenges and opportunities. Customizing
products, services, and marketing efforts to cater to diverse demographics will become
increasingly important. Companies prioritizing diversity and equity tend to perform better and
attract top talent.

While aging populations may lead to workforce shortages in specific sectors, diverse populations
can drive demand for new solufions and technologies, creating global business opportunities.
Social impact investing, which focuses on generating positive social outcomes alongside financial
returns, will become a powerful tool for addressing inequalities.

Adapting to social and demographic changes requires foresight, flexibility, and a commitment to
equity. By embracing these principles, businesses, and investors can navigate the complexities of a
shifting landscape and foster a more inclusive and prosperous future.

5. Political Dysfunction in the U.S.: Seeking Stability

Internal political divisions and legislative gridlock in the United States undermine policy consistency
and investor confidence. According to the World Bank's Worldwide Governance Indicators, the
U.S. has declined in political stability and government effectiveness scores over the past decade.
This dysfunction poses significant challenges to economic growth and stability.

The U.S. political system faces several key challenges. Intense partisan battles impede effective
problem-solving and policy implementation. The high cost of political campaigns diverts
candidates' focus from governance to fundraising. Additionally, powerful special interests and
lobbyists wield significant influence over policymaking, distorting priorities and hindering the pursuit
of the common good.

This decline in political stability and government effectiveness affects investor confidence,
economic predictability, and overall stability, deterring long-term investments and economic
growth. Critical issues such as infrastructure investment and economic regulation suffer as polifical
dysfunction hampers efforts to address these challenges effectively.

Bridging political gaps through bipartisan cooperation is essential for restoring stability. Bipartisan
policies can withstand administration changes, providing the consistency investors seek. A
functional political system ensures stable and predictable policies, encouraging long-term
investment in renewable energy, technology, and health sectors.

Addressing political dysfunction is crucial for maintaining stability and fostering an environment

conducive to sustainable investment. The U.S. can overcome its political challenges and build a
more resilient and prosperous future by prioritizing bipartisanship and focusing on common goals.
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6.

Infrastructure Challenges: Modernization Imperative

Aging infrastructure in both the U.S. and Puerto Rico poses a significant barrier to economic
growth. The American Society of Civil Engineers (ASCE) graded U.S. infrastructure a "C-"in its 2021
Report Card, indicating widespread deficiencies that require urgent attention.

Aging systemes, including bridges, roads, water treatment plants, and energy grids, need repair and
modernization. Decades of underinvestment have left these critical systems in disrepair, affecting
their reliability, safety, and efficiency. For instance, while drinking water infrastructure improved
from a"D"in 2017 to a "C-"in the latest report, much work remains to be done across various
sectors.

Modernizing infrastructure is imperative for enhancing economic productivity. Efficient
fransportation networks, reliable utilities, and robust communication systems drive productivity and
competitiveness. Countries with well-maintained infrastructure attract investment, foster innovation,
and remain competitive globally. Governments must prioritize infrastructure projects transparently
and justify their investments to build public trust.

Public-private partnerships (PPPs) can accelerate high-quality infrastructure development. By
engaging the private sector, PPPs can provide the financing, expertise, and sustainability needed
to modernize infrastructure effectively. However PPP the Government must actively supervise any
PPP to make sure its offering the quality of services that the citizens expect and pay for.

To that end, LUMA Enery and Genera are two good examples of PPPs that, due to a lack of
appropriate communication, inadequate response times, and poor government supervision, have
been marred by constant blackouts, sometimes affecting as many as 350,000 clients, which in turn
affects 1.4 million citizens.

On the other side of the spectrum is the PPP of the PR22 and PR 18, which Metropistas, an Abertis
company, operates. Its services and the condition of the roads have been above expectations
with outstanding services and solid improvements.

By investing in modernization and embracing innovative approaches, the U.S. and Puerto Rico can
overcome their infrastructure challenges and unlock new economic opportunities.

Energy Transition and Sustainability: Embracing the Future

The global fransition to cleaner energy sources and the growing emphasis on sustainability redefine
the investment landscape. According to the International Energy Agency (IEA), renewable energy
capacity is set to expand by 50% between 2019 and 2024, driven by technologies such as wind,
solar, hydroelectric, and geothermal power.

Investors increasingly prioritize environmental, social, and governance (ESG) criteria, recognizing
that sustainable practices are essential for long-term success. Investments in renewable energy
projects, green bonds, and sustainable business practices are gaining prominence as the world
moves towards a more sustainable future.
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Making renewable energy technology accessible is crucial for achieving global sustainability
goals. Removing barriers to knowledge sharing and technological transfer, including addressing
intellectual property rights, is essential. A robust supply of renewable energy components and raw
materials is necessary to support this fransition. Access to minerals for wind turbines, electricity
networks, and electric vehicles must be widespread, requiring international coordination to
expand and diversify manufacturing capacity globally.

Policy reforms are needed to streamline and fast-tfrack renewable energy projects. Domestic
policies should incentivize private sector investments by reducing market risk and simplifying
planning, permitting, and regulatory processes. We can address environmental challenges by
adopting renewable energy and sustainable practices while fostering economic growth.

Participating actively in the energy transition is critical for steering our global community toward a
more resilient, equitable, and environmentally friendly future. By embracing sustainability, we can
create a world where economic development and environmental stewardship go hand in hand.

The Final Word: Every Electoral Cycle is an Opportunity to Improve Our Future

As we stand at the crossroads of these fransformative times, every citizen must be well-informed and
proactive in addressing the challenges and opportunities that lie anhead. The issues outlined in this report—
from misinformation and climate change to technological advancements and political stability—demand
our attention and action. Our decisions today, especially as we head to the polls in the November
elections, will shape our future and determine our nation's and Puerto Rico's trajectory.

Every electoral cycle presents us with a pivotal opportunity to influence the direction of our society. It is a
moment when the collective voice of the populace can drive change, ensuring that our governance
reflects the will and needs of the people. By voting, we not only exercise our democratic rights but also
take an active role in sculpting a future that aligns with our values and aspirations.

We can make informed choices that promote sustainable growth and social equity by considering these
critical points and understanding their profound implications. Each vote cast is a step toward a more
equitable, prosperous, and resilient society. Therefore, we must engage fully in the electoral process,
recognizing it as a vital fool for securing a better future for ourselves and future generations.
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