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What would Trump do to Treasuries?

e Both candidates are projected to add trillions to the national debt, though a split Congress could restrict
either winner and we don’t see fiscal expansion sparking a “bond vigilantes” moment for US Treasuries.

Gordon Shannon
Partner, Portfolio
Management

e A bear steepening of the curve is again the consensus “Trump trade”, but this didn’t play out as expected
post-2016 and Trump’s policy priorities have shifted in the eight years since.

e As stated, we think Trump's aggressive stances on tariffs and immigration would curtail the Federal
Reserve’s ability to meet current market expectations for US rate cuts.

As the 2024 US presidential election approaches, indications from both polling and prediction markets are no
stronger than a coin toss between Donald Trump and Kamala Harris. Even if one candidate begins to build a lead /i

in the polls between now and November 5, given their vagaries and the closeness of the race so far, markets are George Curtis
not going to be confident of the result until the votes are counted . We will make no prediction about the result, Portfolio
but we will attempt to put some contours around what we think the likely fixed income market reaction will be Management
once the winneris clear.

The market reaction depends onthe differences in policy we expect between the candidates, how likely they are to
follow through on those policies, and their economic impact. But before comparing a potential Trump presidency
to aHarris administration, let's compare Trump's 2024 promises to his 2016 offering,

What is the 2024 “Trump trade”?

Going into the 2016 presidential election Donald Trump was %
the underdog, trailing in both the polls and betting markets. But 35
for those who wanted to position themselves for a Republican 30
victory, the consensus “Trump trade” was a bear steepening of

the US Treasury (UST) curve - both long- and short-term UST 25
yields would rise, with long-term ones rising faster. Having told =,
CNN “I'm the king of debt” in May 2016, Trump was expected

to expand fiscal stimulus without raising taxes. This would be 15
financed via UST issuance: “We refinance debt with longer
term”. Looking at the US yield curve just before and after the
2016 election (see Exhibit 1), this was exactly how the UST o5
market responded.

Exhibit 1: US Treasury curve before and after 2016 election
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Curve steepening has therefore been a focal point for
commentary on what the 2024 Trump trade might be, and
much has been made of price action in 30-year USTs as better
or worse polling news for the former president has come in.
However, when predicting the ultimate impact on the UST
market, we think there are two important caveats investors
should keep in mind.

First, Trump tends to confound expectations, and the
experience of 2016 showed that initial market reaction may
not point to the ultimate direction of travel. While yields were
still higher across the curve both 12 and 24 months after the
2016 election, the curve flattened significantly (see Exhibit 2).
Equities demonstrated a more immediate reversal in market
sentiment; S&P 500 index futures fell by 6% in the hours
immediately after the news of Trump’s 2016 victory, but they
had recovered by the market’s open and US equities pushed on
to new highs over the years that followed.

Second, eight years later Trump’s policy priorities have shifted.
While he still wants to extend tax cuts funded with debt, his
2024 campaign has placed far more focus on implementing
trade tariffs and curtailing immigration.

Past performance is not a reliable indicator of current or future results. Included
for illustrative purposes only. Source: Bloomberg, TwentyFour, 9 October 2024

Exhibit 2: Yields rose after Trump’s 2016 victory, but the
curve flattened
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Past performance is not a reliable indicator of current or future results. Included
for illustrative purposes only. Source: Bloomberg, TwentyFour, 9 October 2024
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What is different this time?

To assess the likelihood of a post-election bear steepening, we
need to examine how much more fiscal expansion we might expect
from a potential second Trump administration than a first Harris
administration.

A useful starting point is the very recent analysis undertaken by
the non-partisan Committee for a Responsible Federal Budget.
It predicts neither candidate will address structural fiscal deficits
and rising interest payments - in fact, it predicts both will likely
increase deficits and overall US debt levels. Based on the public
campaign announcements of both candidates, websites, speeches
and social media posts, the Committee projects Trump would
add $7.5tr to US national debt over 10 years, while Harris would
add $3.5tr. They conclude that Harris's increase to family and
education spending is higher than Trump's increase to defence
and security spending and although both candidates propose tax
cuts, Trump's go further and dwarf the spending difference. A
headline $4tr difference in the national debt over 10 years is not
insignificant versus the current $35.7tr total, but our expectation
is that in practice the difference between the two candidates’
plans will be smaller.

The advertised level of fiscal expansion under Trump would
require Republicans to win both the House of Representatives
and the Senate, a so-called red sweep. Democrat control of either
House or Senate would allow them to veto tax cuts and complicate
spending bills. Betting markets currently make the Democrats
slight favourites to win the House at 55%, though Trump winning
the presidency would naturally mean that probability should
be lower; although the red sweep cannot be ruled out, there is a
much higher hurdle for the Republicans to gain a filibuster-proof
majority of 60+ in the Senate, without which some degree of
negotiation will be required. The Democrats conversely have a
very low chance of retaining both the House and Senate according
to the current polls and betting markets, so Harris" advertised
plans would likely face the same pressures. On balance we think
the most likely outcome is that the difference between Democrat
and Republican spending plans is narrowed, and in turn the
expected difference in UST issuance is lowered.

Another factor to consider in expectations for a bear steepening is
that there could be more of a bias towards short-dated Treasury
Billissuance, which has taken up anincreasing share of funding the
US fiscal deficit in recent years.

What could tariffs mean for Treasuries?

When it comes to import tariffs, Harris is much more constrained
than Trump, with proposals for targeted tariffs only on certain
Chinese imports, such as a 100% rate on electric cars and 50%
on solar panels. Trump in comparison proposes a 60% tariff on
all goods imported from China and a 10%-20% tariff on all other
imports.

While tariffs can be introduced by presidential order, we would
expect the impact of these changes on US corporate profitability
thanks to cost increases, and the impact of potential retaliation,
to spark negative backlash from Republican donors and members
of Congress. This, along with the knowledge that voters’ approval
will react negatively to a direct increase in inflation, are likely to
temper Trump's final changes somewnhat.

As stated, bank analysts have commented that Trump's tariff plans
would imply a steep one-off addition to inflation and a dampening
of longer-term growth prospects. We canwalk back the magnitude
of theirimpactif Trumpis morerestrained, butinterms of direction
of travel, we think higher one-off inflation would push up vyield
expectations at the front end of the UST curve because it would

Flash Fixed Income | October 2024

somewhat curtail the Federal Reserve’s (Fed) ability to cut rates.
As a one-off inflation contribution we should however see far less
impact at the long end of the curve, and can factor in downward
pressure on vields from potentially slower economic growth. In
our view, tariffs therefore translate to a bear flattening on a Trump
victory.

Immigration curbs could curtail rate cuts

Immigration is a key area of policy differentiation between the
candidates, and crucially one that can be undertaken unilaterally
by the president. Immigration has risen steadily through President
Biden'’s presidency, in contrast to Donald Trump's first term. While
Harris has called for a tightening of asylum restrictions, and has
shifted from the usual Democrat stance of framing immigration
as a matter of legalising undocumented immigrants towards law
enforcement at the border, ultimately the expectation is her policy
will be one of continuity.

Meanwhile Trump promises to carry out the “largest domestic
deportation operation in American history” using the military and
the National Guard. He also plans to restore his “remain in Mexico”
programme, holding asylum seekers over the border, ending
automatic birthright citizenship, detaining all those caught illegally
crossing the border, implementing travel bans based on ideology,
reducing refugee entry and cutting back on work visas.

The rise in unemployment and drop in wage pressures witnessed
in the US this year, part of the mix of economic conditions that has
allowed the Fed to begin cutting rates, has predominantly been
put down to an increase in labour supply rather than a slowing in
demand; prime age participation has increased along with higher
rates of immigration. A steep reversal of this trend would make
cutting harder for the Fed if wage and price pressures did threaten
to rebuild. Unlike tariffs, immigration curtailment wouldn't be a
one-off increase toinflation, but would potentially have an ongoing
impact on wage growth. We would expect this to put upward
pressure on the US neutral rate (the level at which interest rates
are considered neither accommodative nor restrictive), so not
only slowing the potential pace of Fed cuts but creating a higher
floor for the cutting cycle’s end point.

Inflation will still dictate any yield curve shift

On balance, the impact of a potential Trump victory we would have
the highest conviction around would be a reduction in market
expectations for US rate cuts. We are sceptical of Trump's ability
to influence monetary policy; it is clear to us the Fed will remain
independent. If the election affords a Republican administration
the flexibility to increase fiscal expansion, then in isolation
this would likely produce a bear steepening of the UST curve.
However, we think the inflationary threats presented by tariffs
and immigration would override the fiscal expansion in terms of
impact on market sentiment, which would see short end yields rise
further than those at the long end.

It is worth noting that while neither candidate is going to improve
US indebtedness, we don't see fiscal expansion sparking a “bond
vigilantes” moment for USTs. To those who worry that the
upward trend in the US twin deficits (fiscal and current account)
is unsustainable, we would point out this has been the case for
many years. We therefore believe it is futile to build an investment
philosophy around this without being able to point to a clear
catalyst for a change in the market’s tolerance for US debt levels.

Ultimately, with anchored inflation expectations, a credible central
bank and the world’s reserve currency, we think the US will
continue to be given plenty of headroom to increase its debt.
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Important information:

The views expressed represent the opinions of TwentyFour as at 10 October 2024, they may change, and may also not be shared by other members
of the Vontobel Group. This article does NOT express any political views or endorsements, but rather aims to objectively analyze the economic factors
and implications. The analysis is based on publicly available information as of October 2024 and is for informational purposes only and should not be
construed as investment or political advice.

Past performance is not a guarantee of future results. There can be no assurance that investment objectives or targets will be achieved. Investing
involves risk, including possible loss of principal. Value and income received are not guaranteed and one may get back less than originally invested.

Any projections, forecasts or estimates contained herein are based on a variety of estimates and assumptions. There can be no assurance that
estimates or assumptions regarding future financial performance of countries, markets and/or investments will prove accurate, and actual results
may differ materially. The inclusion of projections or forecasts should not be regarded as an indication that TwentyFour or Vontobel considers the
projections or forecasts to be reliable predictors of future events, and they should not be relied upon as such. We reserve the right to make changes
and corrections to the information and opinions expressed herein at any time, without notice.

The index data referenced herein is the property of Merrill Lynch, Pierce, Fenner & Smith Incorporated (BofAML) and/or its licensors and has
been licensed for use by Vontobel. BofAML and its licensors accept no liability in connection with its use. Index comparisons are provided for
informational purposes only and should not be used as the basis for making an investment decision. It is not possible to invest directly in an index
and they are not actively managed.

Source: Bloomberg. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”).
Bloomberg does not approve or endorse this material, or guarantees the accuracy or completeness of any information herein, or makes any
warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent allowed by law, neither shall have any liability
or responsibility for injury or damages arising in connection therewith. This marketing document was produced and approved by TwentyFour
Asset Management LLP (“TwentyFour”), a company of the Vontobel Group (collectively “Vontobel”) for professional/institutional investors only.

The information contained in this document is not intended for distribution to or use by any person or legal entity in any jurisdiction or country in
which such distribution or use would violate any valid law or regulation or would require Vontobel or its affiliates to register within that jurisdiction
or country. Vontobel makes no assurances that the information contained in this document is suitable for use at all locations or by all viewers.

This document does not in any jurisdiction constitute, directly or indirectly, a recommendation, offer or solicitation to the public or anyone else to
subscribe to, purchase, hold or sell a financial instrument and is not to be construed accordingly.

This document is a general communication. It is not independent and was prepared exclusively for informational and educational purposes. The
information and opinions contained in this document (jointly “information”) are not to be taken as forecasts, research, recommendations or
investment advice, are not intended to predict actual results and no assurances are given with respect thereto. Certain information herein is based
upon forward-looking statements, information and opinions, including descriptions of anticipated market changes and expectations of future
activity of countries, markets and/or investments. We believe such statements, information, and opinions are based upon reasonable estimates and
assumptions. Actual events or results may differ materially and, as such, undue reliance should not be placed on such forward-looking information.
All forecasts, forward-looking statements and estimates contained in this document are speculative. Various risks and uncertainties mean that it
cannot be guaranteed that the estimates or assumptions made will prove to be correct and actual events and results may differ significantly from
those presented or expected in this document. The opinions expressed in this document may change as a result of market, economic and other
conditions. Information in this document should not be interpreted as a recommendation but as an illustration of general economic issues. Please
note that past performance is not a reliable indicator of current or future performance and that forecasts are essentially limited and must not be
used as an indicator for future performance.

Allinformation in this document is provided on the basis of knowledge and/or the evaluation of the market at the time of preparing the document
or at the time stated in the document without making any express or implicit representations or warranties of any kind. However such information
can become void or change as a result of subsequent political or market events or for other reasons. Vontobel reserves the right to make changes
and corrections to the information and opinions expressed herein at any time, without notice, but is under no obligation to do so. Viewers bear sole
responsibility for decisions made on the basis of information in this document. They must not rely on information in this document when making an
investment decision or any other decision.

This document was not prepared on the basis of individual investor relations. Nothing in this document constitutes advice regarding taxes,
accounting, regulation, law, insurance, investments or any other form of advice regarding subscribing to, purchasing, holding or selling securities or
other financial instruments, making transactions or following particular investment strategies.

Vontobel is not liable for any direct or indirect losses or damage that result from the information available in this document, including but not
limited to loss of earnings, or for any losses or damage incurred as a direct or indirect result of the use of information contained in the document.

Vontobel releases itself, insofar as is possible under the applicable law, from any liability for direct or indirect damage or losses resulting from the
information provided here or from the absence of information. Although Vontobel believes that the information in this document was compiled
with all due care, Vontobel makes no express or implicit guarantee of the accuracy or completeness or the information, text, figures or other
elements included in this document. The document should not be used as a reliable basis for decisions. Vontobel accepts no liability in this regard.

The information included in this document does not constitute a contractual relationship between the provider of this information and the viewers
of this document and is not to be interpreted as such.

All aspects of this document are the copyrighted property of Vontobel or third parties. Information in this document is intended for your personal,
not commercial, use.

Vontobel, members of the management team or employees may have invested in the past or currently invest in financial instruments about which
information or opinions are included in this document, or they may invest in these instruments in future. Vontobel may also have provided services
in the past, may currently provide services or may provide services in the future for issuers of these financial instruments, including for example.
corporate finance or market making services. It is also possible that employees or members of the management team at Vontobel have in the past
exercised certain functions for the issuers of these financial issuers (e.g. work as member of the management team), or that they exercise these
currently or will do so in future. Vontobel, employees or members of the management team could therefore have a personal interest in the future
performance of financial instruments.

US: Distribution to U.S. persons (as defined in Regulation S under the Securities Act of 1933) by TwentyFour Asset Management (US) LP
(“TwentyFour US”), Vontobel Asset Management, Inc. (VAMUS), TwentyFour US, and VAMUS are registered as investment advisers with the U.S.
Securities and Exchange Commission (SEC) in accordance with the current version of the 1940 U.S. Investment Advisers Act. Registration as an
investment adviser with the SEC does not presuppose a particular level of skills or expertise. TwentyFour US is a wholly-owned subsidiary of
TwentyFour Asset Management LLP. VAMUS is a wholly-owned subsidiary of Vontobel Holding AG, Zurich, Switzerland.

Canada: Information herein is provided for use with permitted clients / institutional investors only. Vontobel operates in Canada in connection with
our investment and business activity pursuant to the following: Vontobel Asset Management Inc. relies on the International Adviser Exemption
in the provinces of Alberta, British Columbia, Saskatchewan, Ontario and Quebec and the Investment Fund Manager Exemption in Ontario and
Quebec. Vontobel Asset Management AG relies on the Investment Fund Manager Exemption in the provinces of Ontario and Quebec. TwentyFour
relies on the International Adviser, International Dealer and Investment Fund Manager Exemptions in the province of Ontario.
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For US Offshore and LatAm: Information herein prepared and approved for institutional / professional investors and approved for use in certain
jurisdictions only. Vontobel offers a variety of products and services intended solely for qualified investors from certain countries or regions.
Your country of legal residence will determine the products or services that are available to you. Information herein should not be considered a
solicitation or offering for the sale of any investment product or service to any person in any jurisdiction where such solicitation or offer would be
unlawful or prohibited. Furthermore, this information is not intended for use in any jurisdiction which would subject Vontobel and/or TwentyFour
to any registration, licensing or other authorization requirement within such jurisdiction or country. It is the responsibility of the recipient to inform
themselves and observe applicable regulations and restrictions for their respective jurisdiction(s). Information herein is not intended for retail
investors and/or distribution to the general public in any jurisdiction.

In Mexico: None of the funds managed by TwentyFour have been, and are not expected to be, registered in the National Registry of Securities
maintained by the National Banking and Securities Commission (‘CNBV”), and therefore may not be offered or sold publicly in Mexico. The funds
managed by TwentyFour may only be offered or sold to qualified and institutional investors in Mexico, pursuant to the private placement exemption
set forth under Article 8 of the Mexican Securities Market Law as part of a private offer.

Australia & New Zealand: Vontobel is represented in Australia by Vontobel Asset Management Australia Pty Limited (ABN 80 167 015 698), which
is the holder of Australian Financial Services Licence number 453140 (“Vontobel Australia”). Vontobel and Vontobel Australia are also an Overseas
Financial Adviser in the meaning of the Financial Advisers Act 2008 of New Zealand (“FAA"). Neither Vontobel Australia nor any other member of
the Vontobel Group has a presence in New Zealand.

Hong Kong: The content of this document was not reviewed or approved by any regulatory body in Hong Kong, including the Securities and Futures
Commission in Hong Kong. This document has been approved for use in Hong Kong by Vontobel (Hong Kong) Limited, a corporation licensed by
the Securities and Futures Commission. You are therefore advised to exercise caution and, in the event of doubt regarding the contents, to seek
independent professional advice.

Singapore: This document has not been reviewed by the Monetary Authority of Singapore. This document should not be considered as a solicitation
to the general public or a member of the general public in Singapore to subscribe to or purchase financial instruments, either directly or indirectly.

Japan: this material has been approved and is distributed by Vontobel Asset Management Pte. Ltd. (Financial Instruments Business Operator
conducting Investment Advisory and Agency Business) (Director of Kanto Local Finance Bureau (Kinsho) No. 3214) in order to provide general
information only, and is not intended as a solicitation for the purchase or sale of any financial instruments, or as a solicitation for an investment
management or investment advisory relationship. This document is to be used solely by your company for the purpose of research and informational
purposes, and may not be copied, reproduced, used for unrelated purposes or provided outside your company without our company’s consent.
Although this document has been prepared based on information that we believe to be reliable, we do not warrant its accuracy or reliability. The
information and data presented here are as of the date of preparation of this document. The historical performance and wording of this material
do not warrant or imply any future operating results. Past performance is not a predictor of future performance or results. All rights and obligations
relating to the information in this material belong to the information provider, and the content may be varied or modified without notice for any
reason determined by the information provider. Any investment or other judgment based on the information in this material shall be made at the
sole responsibility of the reader, and neither Vontobel Asset Management Pte. Ltd. nor any other information provider shall be held liable in any
way for any loss caused by the information in this material.
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