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Vietnam, Mexico, Malaysia and Thailand may emerge as winners from the US-China trade war
Impact of trade war (US buys less from China, buys more from competitors; suppliers to China receive diverted orders; % of GDP)

30% - 282% Falling exports from countries in China's export supply chain (we

s % Stept | sssumea 25% tariffonallUs imports from China lead to a 40% drop in
g 181% China's exports to the US

1.0% - i ‘ Step 2 T znol‘:c: ;::. t: :;om d‘ul"ee Ilt’)sc;wmed US demand from China (capped at

Indirect (supply chain-related) rise in exports due to diverted US

0.5% A Step 3 T demand from China to its eompemlors
T | T‘ 1 = 7Y W 7V WU WU U
00% Y. T T I T Thb-yh-vf R ‘f‘ TR
0.5%

Malaysia's value-add
exports
in China's exports to the US

1.0%
W MX My TH E CA ™W PH IT IN KR DE ID CH UK JP FR S H BR

Source: OECD, TIVA, Standard Chartered Research

SLEFTSRATLA 2018 4F 10 F % 2019 4F 8 A& RMEE » B 5

Ferpsdt - 2 R S EEIE > s S ER il ~ RI5E R GE

ﬂ

FLBGEZER i TR 2 B 5 (8] 8) - BEEm T Z A K -



8 HEREHUNIE - R E AN E B

Vietnam, Mexico and Taiwan appear to have benefited from US tariffs imposed on China
Change in exports of tariff-affected items to US, Oct-2018 to Aug-2019 vs year-earlier period (% of GDP)
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AIlEM asset classes set to deliver positive returns in 2019 Flows have favoured EM credit during most of 2019, but

equity and local bond fund flows have picked up recently

USDbn, EM fund flows
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...whereas FX (using Bloomberg Barclays EM Local Bond  Inflows into EM local bond markets in an increasingly yield-

Index weights) remains relatively cheap hungry world
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Figure 9: Low EM FX vols boost search-for-carry flows Figure 10: EM equity vols slide towards cycle lows
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GPIF’s FCY bond holdings are close to the limit
GPIF’s current assets allocation vs target
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JGB redemptions free up USD 10.5bn annually
Time to maturity structure of GPIF's JGB holdings (USD bn)
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Issuance volumes (USD bn)
Source: Dealogic, BBVA Credit Research
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Monthly issuance vs. three-year average (USD bn)
Source: Dealogic, BBVA Credit Research
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Issuance by bond-type (%)

Source: Dealogic, BBVA Credit Research
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Issuance distribution by country (USD bn)
Source: Dealogic, BEVA Credit Research
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Sovereign issuance of green, social
and sustainable bonds

Note: Bold indicates debut issuance.

Source: Dealogic, Bloomberg, BBVA Credit Research

Amount Issued

Issuer Curr. (USD mn) Issue Date Maturity Date
Poland EUR 794 13-Dec-16 20-Dec-21
France EUR 7,513 24-Jan-17 25-Jun-39
France EUR 1,650 01-Jun-17 25-Jun-39
Fiji FJD 20 01-Nov-17 01-Nov-22
Fiji FID 80 01-Now-17 01-Nov-30
France EUR 1 07-Dec-17 25-Jun-39
Nigeria NGN 30 20-Dec-17 22-Dec-22
FPoland EUR 1,239 31-Jan-18 07-Aug-26
Belgium EUR 5,532 26-Feb-18 22-Apr-33
France EUR 1,346 05-Apr-18 25-Jun-39
Lithuania EUR 24 30-Apr-18 03-May-28
France EUR 4670 26-Jun-18 25-Jun-39
Ireland EUR 3,444 10-Oct-18 18-Mar-31
France EUR 1,894 07-Feb-19 25-Jun-39
Poland EUR 1,707 28-Feb-19 07-Mar-25
FPoland EUR 569 28-Feb-19 08-Mar-49
Belgium EUR 1,441 18-Mar-19 22-Apr-33
France EUR 2,128 02-May-19 25-Jun-39
Netherlands EUR 6,681 21-May-19 15-Jan-40
Hong Kong UsD 1,000 21-May-19 28-May-24
South Korea UsD 500 12-Jun-19 19-Jun-24
Chile uUsD 1,418 17-Jun-19 25-Jan-50
Chile EUR 981 25-Jun-19 02-Jul-31
Total 44,663
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e

= Qualitative vs. quantitative

= Third-party data
= Breadth of application across Negative Screening Positive Screening
asset classes and sectors

- Level of engagement = _Socwal_ly responsible = Green bonds
investing (SRI) = Sustainable bonds
= Ethical investing = Social bonds
= Low-carbon strategies = Impact investing
= Country exclusions = Mission investing

= Program-related investing
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Step 1 Step 2 Step3 Step4

Establish Industry Identify Key ESG Apply Factor Assess |ssuer
Frameworks Factors Matenality Specific Factors

Output
ESG Rating

Review MSCI Develop a list of Determine Evaluate additional ESG ratings are
industry reports material ESG sub- relevance for each quantitative and uploaded to our
and other relevant factors that drive ESG sub-factor qualitative factors internal database
ESG data and the ratings for each that may impact and reviewed on a
establish an major ESG pillar future cash flow regular basis as
industry framework and credit needed
to guide our ratings performance via
process other data sources

and management

engagement
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Exhibit 1: Environmental and Social Factors in Western Asset’s Sovereign Analysis

QD 1

ENVIRONMENT SOCIAL
= Water access and management = Demographic factors and trends
= Food security and management = Perceptions of equity
® Energy access and management ® Group cohesion
= Emissions and environmental policies = Labor market capacity and structure
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