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Bond vyields

 Unlike EMs, DMs benefited from nearly free money
 The market believes US ST rates rise has quelled inflation

BECOME
A BETTER
INVESTOR

BecomeaBetterinvestor.net/Community



GDP-weighted global short-term gov’t rates

are currently at 5%
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Short-term gov’t rates in DMs are 3.3% and in
EMs it’s more than double at 7.4% BECOME
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EM don’t have reserve currency status, unlike
DM they never benefited from zero rates BECOME
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_ Over the past 12 months,
the World average 3mth
gov’t bond rate rose from
1.7% to 5.0%

~ That 3.3ppts rise
. highlights the rising
(1) - interest rate environment
we have been living
through
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4 1 _ In the Developed

3 A markets 3mth rates rose

> from zero 12 months
ago, before the Ukraine

1 war started, to the

- . current 3.3%
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_ Despite this strong rise,
DM’s interest rates
remained at a 1.7ppt
discount to the world
average

' ' Meaning EMs were
(1) - rising equally fast
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_ So, let’s look at EMs

_ QOver the past year, 3mth
rates rose from an
already high 4.3% to
7.4%, up 3.1ppts, double

i ' the rate of DMs and a

(1) - 2.4ppt premium to the

World average
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10y gov’t bond rates in DMs are 2.9%, and in

EMs they are 5.6%
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_ This means that in DMs
yields are inverted from
normal with LT rates of
2.9% being 0.4ppts
below ST rates of 3.3%

 EM is inverted too with
LT rates of 5.6%, 1.8ppts
below the 7.4% ST rate
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DM 10yr yield starting to fall in January,
anticipating lower inflation; EM flat for a year BECOME
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—~ — o " Developed markets saw

| — _ \/\/\ a YoY interest rate rise
_ R from 1.2% to 2.9%, up
/ 1.7ppts

' DM’s discount to the
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DM 10yr yield starting to fall in January,
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—~ — - ~ EM had a small YoY

rates fell from 2.4ppts to

_ In other words, the DM
deep discount is gone

This is not a recommendation

anticipating lower inflation; EM flat for a year BECOME
(10yr Gov't bond yield, %)
8 —World —Developed —Emerging
7 -
6 -
5 4 — -
4 -
3 - / \/\/\ 0.5ppts rise from 5.1% to
5 — an already high 5.6%
- / ~ EM premium to world
- . . . . . . . . . . . . 1.6ppts 12 months ago
(1) -
N (@ (@ N N N N (@ (@ N N N o
L & 2 I g g & d & & 8 & d
— (@ o < LN (o) [y 00 o)) o i N —
o o o o o o o o o — — — o
astotz.com

10 February 2023 nor investment advice.



Key points & |/ A - |
the bottom line | ="< = pil FVMR INVESTING

A.STOTZ INVESTMENT RESEARCH

Andrew Stotz, PhD, ‘

sheet quallty H sTr'ong

Unlike EMs, DMs benefited from nearly free money INVESTMENT

RESEARCH 17



Interest rate trends

 Unlike EMs, DMs benefited from nearly free money
 The market believes US ST rates rise has quelled
inflation
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ST gov’t rates are 4.7% in DM Americas, 1.1%
in DM Pacific, and 2.5% in DM Europe BECOME
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US led the rise, DM Europe is catching up,
DM Pacific is at a deep discount to world
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_ Thanks to the Fed, DM
Americas rose from 0.2%
to 4.7%, up a massive
4.5ppts

_ Its relative discount to
the world narrowed from
negative 1.5ppts to
negative 0.3ppts
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4 ~ DM Europe rose from
3 negative 0.4% to 2.5%, a
) significant rise of 2.9ppts
1 _ Its relative discount to
the world widened from

- . negative 2.1ppts to
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~ DM Pacific rose from 0%
to 1.1%

_ Its relative discount
widened from negative
1.7ppts to negative
3.9ppts
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Long-term gov’t rates
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DM Europe LT aggressive rise from near zero,
prevented a Euro currency collapse BECOME
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~ DM Europe rose from
0.6% to 2.8%, up 2.2ppts

_ The relative discount to
the world narrowed from
negative 2.1ppts to

- . . . . . . 1 . . 1 . . 1 negative 1.2ppts
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' DM Pacific rose from
0.7% to 1.4%, 0.7ppts

_ The relative discount to
the world widened from
negative 2ppts to

- . . . . . . 1 . . 1 . . 1 negative 2.6ppts
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DISCLAIMER
IMPORTANT: CONTENT SHOULD NOT BE CONSTRUED AS A SOLICITATION OR RECOMMENDATION

Our publications should not be considered financial advice

We are not a registered investment advisor, and nothing within our publications is intended—and should not be considered—as investment advice. We are not in the business of giving
investment advice to individuals regarding the suitability of any index, derivative, security, other instrument or trading strategy. As such, nothing in our publications should be used or relied
upon for any financial purpose.

Our publications should not form the primary basis of your investment decisions
You should neither construe any of the material contained within our publications as business/financial/investment/hedging/trading/legal/regulatory/tax/accounting advice. Our publications

should not form the primary basis for any investment decisions made by or on your behalf (by your accountants or managed/fiduciary accounts). Please consult your business advisor,
attorney, and tax/accounting advisors concerning any contemplated transactions/investments/trades.

Our views and interpretations are opinions, not investment advice
We provide general information and are not making suggestions to buy or sell any security. Our views and interpretations are the sole opinions of our authors. These opinions are not intended

to be construed as personalized advice, or recommendations to buy, hold, or sell any mentioned securities, and you should always consider your personal situation before making any
transactions/investments/trades. The opinions expressed are the true opinion(s) of the author(s) about this company and industry.

Our opinions are not a forecast of future performance
Any “forward-looking statements/predictions/forecasts” are best estimates and opinions based on information that is available to all and that we believe to be correct. We do not offer any

guarantee that our forecasts will materialize, actual results will likely vary. We do not undertake any responsibility to update “forward-looking statements” to reflect circumstances or events
or changes in expectations after the date of publications.

”n u n

To identify forward-looking look for these and similar words: “believe”, “expect”,

n u

anticipate”, “intend”, “estimate”, “potentially” and similar expressions which refer to future events.
Our opinions can change without notice

All opinions expressed, and information and data provided within our publications are subject to change without notice. Should published information become outdated, we undertake no
obligation to update these statements with revisions or changes after the date of publications.

Our opinions are not suitable for your situation

Whether a stock should be included in your portfolio is dependent entirely on your risk tolerance, investing objectives, situation, return objectives, and many other factors. Our opinions on any
financial product may not be suitable for you. Please speak to an investment advisor who knows your unique circumstances to make a proper recommendation as to the merit of any security
for inclusion in your portfolio.

Our information may be inaccurate

Our information comes from independent sources believed to be reliable, but accuracy is not guaranteed. At times our information may not be independently verified with respect to truth or
correctness. We disclaim responsibility that any omission or error in our publications will be corrected.
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DISCLAIMER
IMPORTANT: CONTENT SHOULD NOT BE CONSTRUED AS A SOLICITATION OR RECOMMENDATION

We disclose all conflicts of interest

We do not claim independent analysis, and we explain all conflicts of interest (or biases), including financial incentives, which may influence our opinions.
We do not make false performance claims, the past is no indicator of the future

We do not misrepresent the track record of our investment performance. Any disclosed operating performance should not be considered an indicator of future returns or performance. There
is no guarantee that past performance is an indicator for future performance.

We may or may not own any shares of the subject company

We undertake no obligation to inform readers about the ownership or trading activities of itself or its employees or affiliates in the securities of the profiled company or any companies
mentioned, reported on, or otherwise published. We may have positions in, make purchases from time to time, or provide information on the sales of securities; these should not be
considered as recommendations for personal transactions/investments/trades.

You are responsible for understanding all involved risks

The investment opinions described by us involve significant risks. You should not enter into any financial transactions unless you have conducted your own due diligence, fully understand all
risks involved, and have independently determined that such a transaction is appropriate for you. Any discussion of the risks by us should not be considered as relevant to your situation or a
full disclosure of all risks involved.

Some, but not all, risks are related to national, international, economic conditions and fluctuations. You should also calculate any economic or other factors that may impact specific sectors,
groups, or companies. Some risks are related to the management of companies.

You are responsible for your trades

We are not responsible for any financial trades/investments/transactions placed by you. There can be no assurance that your portfolio or position can achieve any suggested/forecasted
performance and therefore, any sample performance information should not be relied upon. You should always consider your personal situation before making any investment, conduct your
own due diligence, and seek the advice of a professional person or company.

You may lose big

The opinions we express may not yield profitable results and may result in large losses of money. We do not make any warranties, expressed or implied, as to potential results that can be
obtained from using our published information, and we make no express or implied warranties with regards to the use of any financial product.

You should understand there are no guarantees

Every investment comes with risk, which is often reflected in the rate of return you can expect to receive. If your investment is extremely low risk, you’ll most likely get a low return. Don’t
believe claims of guaranteed returns. Anyone reading our publications assumes full responsibility for whatever results are obtained from whatever use the information was put towards.

You should always get professional advice

The information contained our publications is provided for general informational purposes only. It is not a substitute for obtaining professional advice from a registered/qualified person or
company who is familiar with your personal circumstances. Please seek the advice of a professional, as appropriate, regarding the evaluations of any specific security, report, opinion, advice,
and other content.
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