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ECB: “The Lady isn’t tapering”, but she
is reducing PEPP bond purchases

EM: Tightening cycle is well under way
in many countries

2019 2020 2021F 2022E
World

but delta variant has
slowed re-opening

We prefer financials and
European corporate bonds

MONETARY POLICY TIGHTENING GROWTH REBOUND 60% . INVESTMENT GRADE (IG) s
Global GDP growth 2.8% : : : AA
Fed: Tapering of QE to be announced likely to remain S e e A
— Av
likely by year end, rate hikes potentially strong in 21 & 22 very strong. A
from late 2022 o -

CHINA SLOWDOWN
Authorities’ push for more balanced
growth likely to weigh in short term

IMPROVING LABOUR MARKETS
US: “substantial further progress” has
been achieved (Fed)
More unfilled jobs than ever
Wage rises could create inflation
EU: employment and wages rising slowly

LESS GOVERNMENT SPENDING
Many government support
measures are Nnow Him
coming to an end. F |

INFLATION SURPRISES

Demand for goods has increased much faster
than supply creating severe supply-chain

bottlenecks
“We must not overreact to

Euro-zone 2 year inflation

16 expectations %

14

transitory supply shocks 1o
Return to fiscal austerity that have no bearingon |4
less likely (reduce inequalities, the medium term”ECB ~ 0g
President Lagarde holding os
Modern Monetary Theory etc...) her ground 21 Aug-21 Sep-21

HIGH YIELD (HY)
Supporting factors, in our view:
1. Positive real yield
2. Fundamentals look good
3. Less sensitive to rate rises
However, a lot of good news
is already priced in

EMERGING MARKETS (EM)
HY sovereigns (both hard and local
currency) offer value on a selective basis

Elevated commodity
prices are also supportive

EM companies:
healthy credit metrics, in our view.

BERAHIR - M&G, 30 September 2021; IMF World Economic outlook (growth data), July 2021; inflation expectations from

yields on 2 year indexed linked German Bunds
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—— New York Fed: Weekly Economic Index BraRREER
% —— US 10-yr treasury note s R B Taper Ly —
11/4
4.5  §2010/11 QE2 - ? o
4.0 F 2013/12 FOMC declare AR 1R R S Tapr
QE tapering. 2019H2
3 5 R
- 2015/12 Fed first Cut FFR Bt . gEER - 9EFER(10/8) . 10 3ER(11/4)
= BBCPI - 8-9EPCE(10/1,10/29) - 10EPCE(11/24)
30 rate hike 75bp - 9BCPI(10/13) - 10ECPI(11/10)
55 T ﬂ » LIAKERSEHRBEEME - 125
L =E A" /1508 =T (A E100E
2.0 , 25T+ MBS SOEET)WEERBEE
1.5 F BBEFPHEREERE -
2012/9QE3™ 5413/5 Bernanke
1O 1 reveal taperiqginth Y BMEGSERARKMIER £202204 -
0.5 -~ comingmeetings. | L ! ! ) 2022FEFELE ; 2023EEVAB=R -
10 11 12 13 14 15 16 17 18 19
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