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North Korean companies in China must close due to UN sanctions

120 days of closing for North Korean businesses

outside and inside Chinese Border CHINA
Exemption of "especially non-profit and non-
commercial public infrastructure projects.”
NORTH KOREA
©® Dandong

80 to 90 % is the part to China in North Korea
trade © Pyongyang
60% of this trade settled in Dandong

—
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o * Long-term Risk :
2o * For Korea : exports will decline to 80 —90 %
* For China : economic issue in region bordering
Korea
Company

ARFBRUAR But some difficulty to apply this measure due to unofficial
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Russia: Last ally ?

An ambiguous position
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Develop eastern Russia

Project of a Gas Pipeline from Russia to Source : Le Figaro
South Korea and possible extension of
Trans-Siberian line.

A Clue ?
Be integrate in an economic program concerning all the area proposed by Russia, with security
assurance for North Korea and a real project against nuclear weapons



erendum in Catalonia
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e Spanish IBEX 35 underperforms compared to the Eurozone index

Bonds

e Prices of Spanish 10y bonds decreased; Yields higher relative to
German bunds

Currency

e Euro down compared to USD, CHF and JPY;
GBP marked by weak economic data
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 Economic growth
Unemployment: 17.1% compared to 19.3% a year ago
PMI: 54.3 compared to 53.0 expectation

* Politics
Minority government is a possible source of risk

e Short run vs. Long run




Growth is back in South America

Capital Economics : the GDP of Latin America is now expanding at a three-year high of 3%

Inflation rate (%)

But what was the economic
situation during the last years ?

» 2010 - 2016 the GDP growth rate has decreased from 6.6% to -2.7%
» In 2015 the inflation rate attained more than 8 %

<375

, 3.75;4.36
What changes occur today W 436 : 8.86

B > 8.86
Weak domestic demand
Falling inflation
Steep drop in interest rates
Consumption expand
Other temporary factors
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Source : IMF - 2015




Growth is back in Brazil

Central Bank: expects a GDP growth rate between 0.5% and 0.7% in 2017 and 2.2% in 2018

BRAZIL INFLATION RATE
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CONCLUSION
Sustainability of growth depends on structural reforms
Volatility of growth is due to a delicate political situation

Uncertainty of the Mexico’s growth rate is explained by the “Trump factor”




UK RMBS issuance

Risks on the UK Debt Market (1)

140

» The combination of a potential BoE iz
interest rate hike and the
securitization practice is triggering - I I H_=mlR
pessimism and fear in the UK debt 205 06 07 08 09 10 W 1 B W 3 H U
market. '
SMBS placed issuance
 Since the 2007 financial crisis, non- =Pl

bank lenders are the main issuers of
securitized products (mortgages &
companies’ debts).

Kensington — Paragon — Edeus Mortgage
Creators — Precise Mortgages

* A £36bn set of bonds backed by non- UK non-conforming RMBS®
conforming mortgages was issued Spreads on senlor franches
before the financial crisis.
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* Do not respect the standard imposed 00
by the UK high street lenders because:

- Self-certified mortgages,

2007 08 09 10 11 12 13 14 13 16 17

- Too low income borrowers. S

ial mortgage-backed securities
Source: JPMorgan



Risks on the UK Debt Market (2)

* An increase in the BoE
reference rate would
increase dramatically the risk
of default by the borrowers.

* The investors would not
receive anymore their cash-
flows depending on which
tranche they have invested
in.

e Current BoE’s interest rate:
0.25% with CPI of +2.9% in
August 2017.

* UK debt downgraded last
week by Moody’s from Aal
to Aa2.

<Menu> to Return
Bond Yield Forecasts

LA nited KingdomBAGEIEMECE Bank Rate RUETE | Htest Forecasts |
0.8

Summary Bloomberg Vigt Avg
Bloomber: AV Median Forecast
Average Forecast

Implie

Australia
Japan 81

Columnl | v Moody's v |S&P's |~ Fitch |~
Outlook Stable Negative | Negative
Credit Ratings Aa2 Aau Aviy

Effective Date | 9/22/2017 | 6/27/2016 6/27/2016,



