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1. Introduction to TAC

A TAGs a fully independent European research group providing
advisory services on international economic and financial issues for
financial investors and industrisbmpanies.TACalso provides policy
advisory services through research funded by multilatématitutions.

Ac¢! / Q& NEB & Slargeliakge Ghaa@digsies dnd macro risks
(mature / emerging / frontier markets, cyclical outlooks/ exchange
N} iSa k AyiSNBad NIGSax 2Af  LIN

A With a staff of around 20 persons, a research office in New Delhi , ai
customer relation advisors in Singapore and Tokyo, TAC has the crit
size to engage into original, powerful and redadyuse economic and
financial research.
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1. Introduction to TAC

TAC implements an original process for producing
NEaSINOK GKIFIu KStLa Yly
A Better understand the complex relations between macro

issues and risk factors for international operations or
exposure

A Improve operational decisiormaking regarding risk
mitigation, strategic investments or asset allocation
through state-of-the-art risk measures and quantification
techniques

A Spot opportunities and risk before they are fully priced by
markets

2 .3
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1. Introduction to TAC

Full independence, not
afraid of being contrarian
impressive track record

Heavy investment and ke

expertise in quantitative _
developments transversal expertise

FTAG SIFOK
requirement

i TAC A
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1. Introduction to TAC

hdzNJ Of ASyid ol as X

A Includes a very diverse range of institutions from very large
industrial or financial companigs.g. BNPRSocGepAmundi
{dzYAli2Y22 aAl dzK23 YGEEILISH midisiza NS I f =
enterprisegH20 Asset management, CIC BaDhdulineX 0 ®

A From Montreal to Tokyo, with a large majority still in Europe
but growing interest and a marketing drive in Asia.

A TAC also works for multilateral / bilateral institutions involved
in technical assistance in the fields of international trade and
investment.
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2. Mature Economies

Key messages (1/2)

1. US: steady but supotential growth Household spending
and investment will keep growing but will be affected by higher tarm
rates; conversely, the fiscal drag will be much smaller, resulting in
progressive growth acceleration (2.5% on average for next year).

2. Eurozonestronger exitfrom recessionrhe current
recoveryin householdconfidence, large pool of available savings and a
more positive international environment suggest a stronthem
expectedrecoverk Y HAmMn X LINRPOPARSR G(KIFG O;
exogenous or political events.

3. Japan: structural weakness to reassert themselves

after a positive shoriterm bounceJapanese QE,
confidence building and a weaker JPY induce a sharp growth acceleratic
up to mid2014, followed by visible slowdown

o A
TAC A A
d AV
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Mature Economies

Key messages (2/2)

4. Oll prices & inflation:oilprices to register an increase to the
end of 2013, followed by a decrease early 2014, implying a modest
acceleration in US inflation and a stability in the Eurozone (below 2%).

5. Key currenciesbual monetaryLINS & akeeB R S & y S dzi N
valuation of EUR/USID the range 1.3@ 1.35for the next 18 monthsHigh
fA1StEAK22R 2F GNRGF&A2Y REXTaBIRDgA
including EMNeutral rate for JP3¥till below 100.

6. Interest rates& liquidity No increase in policy rates before
early or mid2015, with progressive unwinding of QE up to then and
policy decisions / communication driven by yield curve management.
Impact on long rates attenuated by lower fiscal borrowing requirements
in mature economies; liquidity to remain abundant, but volatility
expected to be high during this period.

A
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2. Mature Economies

US growth outlook

US - GDP growth (yoy)

% Updated in September, 2013
35
" US GDR
accelerate
progressively in
2014;

softness in wage /
employment and
higher LT rates are
keeping expansion
below potential
6 growth
1.3 . J/
2010Q1 ‘ ‘ 201‘101 ‘ I ‘ 201‘2Q1 I ‘ ‘ 2011“7‘11 ‘ I 201‘4Q1 ‘ I ‘
Source: TAC
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2. Mature Economies

Eurozone: breaking a se#inforcing spiral

Contributions to Euro Zone GDP growth (q/q annualized)
o  EmGovernmentConsumption EEExternal Trade mmChanges in inventories
4 Tota jgvestment Bl Private consumption =—GDP growth (total)

201001 2010Q3 2011Q1 2011Q3 2012Q1 201203 2013Q1

Source : TAC, Datastream
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2. Mature Economies

Eurozone: breaking a sekinforcing spiral
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2. Mature Economies
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Eurozone: breaking a se#inforcing spiral

Euro Area Confidence Survey
50

48
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Consumer Confidence Indicator

32 —Consumer Survey: Financial Situation next 12 mth.

=——Consumer Survey: Economic Situation next 12 mth.
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2. Mature Economies

Eurozone: breaking a sekinforcing spiral
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growth for 2013 will
remain negative, but a
stronger than expected
acceleration in 2014H

2014Q1

Source: TAC
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2. Mature Economies
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Eurozone: breaking a se#inforcing spiral
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Industrial Confidence
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Trend reversal
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though levels
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2. Mature Economies

Japan: shorterm bounce unlikely to be sustained

Japan - Consumer Confidence Indicator
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44 Election of

Shinzo Abe
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40 acceleration in

GDP because of
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2. Mature Economies

Japan: shorterm bounce unlikely to be sustained

Japan - GDP growth (yoy)

6o 5.8 Updated in September, 2013
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2. Mature Economies

USmonetarypolicyand thetaperingquestion

US monetary policy to target a smooth management of the yield
curve translation, but no major consequence on US / overall
liquidity available

Ac2aGlrt aasSita 2y GKS CSRQa ol ftl y:
trillion since 2008 while excess reserves held at the Fed have climbed
by 2.1 trillion.

A If we exclude excess reserves from the monetary base, the M2
multiplier has stabilized around the 8.6 mark. Credit expansion and
the use of excess reserves could fuel a large expansion in broad
liquidity.

ACSR CdzyR N}XiGSa y2id SELISOGSR (2
policy on the tapering allows a smooth increase in LT bond yield (10
year USBond up to 3.25% at the end of 2014)

o /
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2. Mature Economies

USmonetarypolicyand thetaperingquestion

United States Federal Reserves Assets
bn$
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2. Mature Economies

EUR/USD: TAC scenario for 2013/2014

1.50
Higher inflation in the US,
145 lower EUZ financial
1.40 - tensions, balanced
external accounts and
1.35 - recovery are
compensating for lower
1.30 rates in EUZ, higher
125 | growth and higher return
on capital n the US

1.20 | =0Observed ===Estimated

1.15 T —t— —
Jan. 11 Jan. 12 Jan. 13 Jan. 14 Jan. 15
Source: TAC
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1. Short introduction to TAC

2. Mature economiesa convergence of cyclical acceleration
in 2014 with progressive monetary normalization

3. Emerging Markets : reversion to
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3. Emerging Markets

Key Messages/2)

1. Overall country risk deteriorated for EMs over the past year,

but has now stabilized\verage TAC Economic & Financial Ratings
have risen continuously since rid®11. Usual time lags suggest that 2014
and early 2015 will be more difficult, but recent stabilization suggests no
GALIANIEAY3I LINRPOS&&aed & Ly LI NIEES
stabilized but at a higher level.

2. Overall Economic & Financial risk levels remain however

moderate Recent deterioration brought back the average Risk Rating
towards 45 (on a scale from 0 to 100, below 40 meaning very low risk, a
above 60 very high risk). At 54, the average Political & Governance risk
remains high especially when getting into periods dense with elections a
will be 2014 and early 2015.

o A,
TAC A
v S\
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Emerging Markets

Key Messageg/2)

3. The MaySept. seHoff in some EM markets is not a sign of

large / generalized crisis to com@&mcentration on countries with
visible weaknesses (India, Indonesia, Brazil, Turkey and South Africa), h
hit by speculative flows. Most of these countries remain vulnerable in the
short run, but sekcorrecting phase has started for most.

4. China: no hard landing but structural shift and corporate
vulnerability. SGGSNJ 6N RS O2yRAGAZ2Yy&as ¢
increasing wages ensure that GDP growth remains in the 7.5% range, b
shift towards lower growth increasingly driven by household expenditure:
creates major mediunterm changes and shoterm counterparty risks.

5. For most other EMs, a cyclical shift to low#ran-potential

growth over the shorttermaz2ad 2% GKS aoSk ¢
been experiencing abovgotential growth in the recent years. Cyclical
adjustments are needed but LT fundamentals are intact.
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3. Emerging Markets

Economic & Financial Risks in EM

Currency,

Average Economic & Financial Risk Rating* Cvelical and to al
across the 76 countries included in RiskMonitor y
from 0 (lowest risk) to 100 (highest risk) lesser extent
ad Payments
46 problems will be
a5 more visible
24 over then near
” future, but the
o agg_regate Ieyel
of risk remains
a1
reasonable
40
39
38
2008-1 2009-1 2010-1 2011-1 2012-1 2013-1
*: unweighted arithmetic average Source: TAC
£ TAC Y
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3. Emerging Markets

Political & Governance Risks in EM

Political Risk Rating Political &
from 0 (lowest risk) to 100 (highest risk) Governance
57 risks have

stabilized at a
high level; both

Political
Stability and
Control of
Corruption have
significantly
deteriorated
5

1997 1999 2001 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: TAC
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3. Emerging Markets

Current situation

Emerging Markets Industrial Production
vy growth for 10 countries weighted by GDP
25

20

15

Growth stabilization at a
e ;UI: lower level than in
previous periods

10

3-month moving average
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3. Emerging Markets

Current situation and ST outlook

Citigroup Economic Surprise Index HSBC Emerging Market Index

150 54 53.8

==Emerging Markets

Data better than expected
—Asia Pacific 53.0
100 53 25
Latin America 52.4 -
50 —CEEMEA (Central Eastern 52
Europe Middle East Africa) 514 3513
51 0.6 507 50.8
50
R 49.5
49
-100
Data worse than expected 48
RN IR

-150 V<
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an pr ul C| an pr ul C & & & & )

Source: Datastream, TAC Source: HSBC
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3. Emerging Markets

Impact of US monetary policy

EM Currencies vs. 10-year US Treasury

3.2 125
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Source: TAC, Datastream
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3. Emerging Markets

Impact of US monetary policy

Reaction capabilities

and resilience is much
stronger than during
pre-crisis moments
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