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] 2 ~ Government bonds with macro expectations
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Notes: Illustration of the modeling approach chosen for
US government bonds and other developed markets.
Yield curve factors are projected forward using vector
autoregressive models. With this model class, expected
factors generally converge back to historic averages.
The projection horizon is ten years. Risks and returns
are reported in USD. Projections are performed using
the BIS Asset Allocation Module.

US Agency - Government Spread
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Notes: Illustration of the modeling approach chosen for
the Foreign Sovereigns, Supranationals and Agencies
(SSAs). Yield curve factors and spreads are projected
forward using vector autoregressive models. With this
model class, expected factors generally converge back
to historic averages. The projection horizon is five
years. Risks and returns are reported in USD.
Projections are performed wusing the BIS Asset
Allocation Module.

BAAM: csUS_SSAs.scg

BAAM
EEETS

Returns on zero-

coupon bonds
(Bm, 1y, 2y. 3y, ...)

Convergence regime, annual returns, 10-year projection horizon

1Y 2¥ E)d 4y 5Y
Expected refum 263%  284%  314%  32T%  333%
Volatility 188%  267% 356% 441%  516%
VaR retumn (95%) -030%  -1.37%  -272%  402% -5.23%
CVaR retum (95%) | -062% -220% -4.00% -576% -7.30%
VaR retum (95%) -076% -276% -4.85% -666% -847%
CVaR retum (99%) | -1.08% -342% -592% -6.22% -1020%
Prob. of neq. retums | 9.0% 152% 196% 239% 26.9%
B 3~ SSAs
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US Nominal Yield . |
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Returns on Zero-
coupon bonds
(3m, 1y, 2y, 3y, ...)
01V 12 23 34Y 4y
Expectad retum T67%  180% 1E0% 190% 180%
okatiity 120%  183%  268%  3K% 433
WaR retum (85%) 003%  087%  221%  -374% 605
CVaR retum (85%) | -008% -130% -308% 408% -670%
WaR retum (80%) 013%  -18% 3s4% 5T 7B
CVaR retum (82%) | -022% -180% 428% -685% -DM%
Prob.ofmeg rems | 21%  184% 280% 305% 338%



B] 4 ~ Inflation linked bonds

BAAM
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Notes: lllustration of the modeling approach chosen for 5&:1'“'“ ggg: §§% 3}% 223 é—m
the US inflation linked instruments. Yield curve factors VaRretm (85%) | 112% 5% 5% TA2%  A70%
H : o CVaR retum (05%) 236% 53N 77X 06TR  1140%
and inflation are projected forward using vector Um0y | G129 SEM. 400 1108 12675
autoregressive models. With this model class, expected CValretwm (00%) | 416% 7.01% -1096% -13.37% -15.65%
factors generally converge back to historic averages. Frobofnegrehume | 118% I50% 1% 85 1A%

The projection horizen is five years. Risks and returns
are reported in USD. Projections are performed using
the BIS Asset Allocation Module.
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8] 5 ~ USD Investment-Grade Corporates
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US Corporates - Spread to Treasuries Corporate-TSY
Spread

A e i e et
Index
USD Corporates, annual returns, 10-year horizon
Notes: lllustration of the modeling approach chosen for Current Convergence _ Equilibrium
USD denominated investment-grade corporates. Yield Expected retum 354% 3.84% 659%
curve factors, spreads and excess returns are projected Volatility 493% 544% 485%
forward using vector autoregressive models. With this VaR return (95%) -4.52% 541% -130%
model class, expected factors generally converge back CVaR retum (35%) 691% -1.60% -384%
to historic averages. The projection horizon is ten VaR retumn (39%) -5.38% -B.67% 542%
years. Risks and returns are reported in USD. CVaR retum (39%) -10.35% -10.7%% 732%
Projections are performed using the BIS Asset Prob. of neg. retums | 23.72% 23.80% 6.48%

Allocation System.

BAAM: csCorporates.scg , alternative: csCorporatesindexComponents.scg



i8] 6 ~ Emerging markets bonds
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Curve Factors Factors
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KR-Specific Yield
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S

Notes: llustration of the modeling approach chosen for
the government curves and USD exchange rates of BR,

I
CL, CO, CZ, HK, HU, ID, KR, MY, MX, PE, PL, PH, SG TH, I '
TW and ZA. In addition the curves of the US, CN, IL, IN, }
RU and TR are modeled on an individual basis. Yield !
curve and exchange rate factors are projected forward Two alternative regimes:  Projected Factors |
using vector autoregressive models. With this model 0 Maierie davstiens e e es
class, expected factors generally converge back to ) .
historic averages. The projection horizon is five years. Interest Rate Parity (UIP)
Risks and returns are reported in USD. Projections are 2) UIP holds

performed using the BIS Asset Allocation Module.
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] 7 ~ ESG Investing Gains Momentum Among Global Investors
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EXCLUDE specific companies or industries fi_‘jx\SELECT companies with desirable

that are considered objectionable due characteristics to form the investment
to their involvement in activities universe. Relative scoring

that are in conflict with approach. Eg invest in global
investment policies, values companies with highest

or social norms. Eg Negative Positive environmental, social and
exclude tobacco, alcohol, } Screening Screening _governance scores which
nuclear power and / \ performed better
weapon manufacturers. f | _relative to their peers.

INCLUDE ESG metrics
ESG in all aspects of the
Integration investment process.
Consider ESG impact on
security valuation, formation
of expected returns, risk
analysis and portfclio construction.

ENGAGE in order to
actively influence Corporate
corporations to address Engagement
ESG shortcomings and to
encourage better practices.
Also commonly referred to a
Impact Investing.

Source : BIS
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Central Banks Interngtiqnal Asset
Organizations Managers

ESG Investment Policy 73% 33% 88%
Negative Screening 55% 33% 13%
ESG Integration 64% 50% 75%
Shareholder Engagement 36% 33% 50%
PRI Signatory 0% 33% 88%
Green Bonds 91% 67% 0%
Carbon Footprint Measurement 0% 33% 25%

Source : BIS
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] 11 ~ Factor-base approach

Yield Curve
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