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Channels of coronavirus economic impact

Economic effects
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Differences between this crisis and the global financial crisis

Stronger banking system \/ >< Supply, as well as a demand, shock
Stronger consumer balance sheets \/ >< Asia, as well as the West, impacted
Established government playbooks \/ >< Lower fiscal headroom for sovereigns
Coherent and rapid policy response \\i § Greater corporate leverage
Improved Eurozone institutions Global leadership vaccuum

Credit Implications

« Greater rating transition risk for corporates & CLOs
« Lower rating transition risk for financial banks and other structured finance
« Sovereigns further burdened, but not saddled with banking bailouts
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Credit card spending reveals drivers of US spending collapse

Daily total card spending, based on BAC aggregated card

data (index, Jan 1% 2020 =1)
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Global economic collapse will be followed by a modest recovery

» Growth expectations for 2020:
— G-20 advanced economies (AEs) will contract by 5.8%
— G-20 emerging market countries (EMs) ex China will contract by 3.5%
— China will grow by 1%

Real GDP growth forecast (%) for G20 Economies 2020-21 (April 28, 2020 Update)
e EYED With a gradual recovery, we expect 2021 real GDP to be below pre-coronavirus levels for most AEs
are or gioba
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Recession will be deeper & recovery will take longer than

GFC

G-20 Real GDP growth in aggregate

G-20 GDP level in aggregate
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India and China alone in G20 to avoid negative growth In

2020 Real GDP growth forecast (%) for G20 Economies 2020-21 (April 28, 2020 Update)
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Global
21

macroeconomic outlook for the G-20 countries, 2020-
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Risks to growth remain to the downside

A Upside risks ...

The availability of a vaccine or effective
treatment more quickly than expected
would support:

A resumption of economic activity on a
steadier basis

Improved consumer and business
confidence

MOODY'S INVESTORS SERVICE
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Downside risks ...

New outbreaks in H2: A resurgence of the virus could
cause further lockdowns and make it harder for
governments to finance and implement support measures
and transfers

Financial stress: Asset quality will decline if longer or
repeated shutdowns increase business closures and keep the
unemployment rate elevated. Increased margin pressure in the
financial sector would add to economic and financial strains

Behavioral shifts: Permanent changes in consumption and
business behavior would disrupt some sectors and supply
chains, causing a structural change in the pace of economic
activity

Lack of global coordination: Without countries working
together to combat the virus’ spread, risks of a resurgence
and more severe economic outcomes are high

May 2020 9



The coronavirus brings the regional economy to a stand-
still
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Oll prices have fallen sharply with a collapse in oil demand

» Precipitous fall in oil demand has created a glut in the oil market despite OPEC+ cuts.
— For 2020, expect Brent spot price to average $35 per barrel; WTI spot to average $30 per barrel
— For 2021, expect Brent to average $45 per barrel; WTI to average $40 per barrel.

Global Oil Spot Prices

Data and chart as of April 30
Source: Haver Analytics
Source: Moody’s Investors Service, Haver Analytics.
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Low oll prices will weigh on EM equities

Brent crude price and EM stock performance

% change year-on-year

Sources: Moody’s Investors Service, MSCI, Haver
Analytics

MOODY'S INVESTORS SERVICE May 2020 12



As will the fall in non-precious metal prices

Commodity prices
Data as of April 27, 2020

Main commodity exports (as shares of total
exports)

Dependence on exports
Agricultural products

Energy
MEXICO Minerals, ores and metal

Petroleum (4.7%)

Click icon to add chart

2019 2020
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Sources:

COLOMBIA
2018 = 100 Petroleum (33.3%),
Coal (20%),
Click icon to adkgbatire (6.9%) BRAZIL
Soybeans (12%),
PERU Iron Ore (9.2%),
—0
Metal (64.7%) Crude petroleum

e.g. Copper, Zinc ore, gold(7'9%)
Refined Petroleum (5.6%)

CHILE

Metal and mineral (54.8%)
e.g. copper
ARGENTINA

Agriculture (52.9%)
e.g. Soybean, corn, and etc
Metal and precious mineral (8.6%)

Sources: World Trade Organization, Moody’s Investors Service,
Haver Analytics Observatory of Economic Complexity

Latin America Macro Update, October 2019
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Portfolio flows to emerging markets have dried up

Cumulative nonresident capital flows to EMs
Stocks and bonds, in $ billions
Data as of April 13, 2020

Source: Institute of International Finance, Moody’s Investors Service, Haver Analytics.
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Depreciation against US dollar
Year to date through April 30, 2020
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EM external and fiscal deficits vary across regions

[ The pcure cant be dipiared

Note: To strip out extreme outliers, regional aggregates use a trimmed mean that excludes the lowest 5% and highest 5% of values for each region. Bubble size is equivalent to the
estimated general government debt-to-GDP ratio in 2019.
Source: Moody’s Investors Service
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EM corporate defaults will rise significantly

Trailing 12-month EM speculative-grade default rate, %

Year end
forecast range

The upper and lower bounds of the forecast range are based on the respective pessimistic and baseline scenarios
Source: Moody’s Investors Service
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After the lockdown: longer-term challenges

Unwinding of policy US-China relations Climate change

stimulus

o’

Deglobalization risks Onshoring in advanced Income inequality
economies
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Coronovirus Infection Curves and
Latin American Policy Responses

Appendix
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Coronavirus infection curve

WORLD

Globally, there have been 3.0 million confirmed cases of the coronavirus,
including 207,000+ deaths, as of April 27, 2020
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Coronavirus infection curve

WORLD

Globally, there have been 3.0 million confirmed cases of the coronavirus,
including 207,000+ deaths, as of April 27, 2020
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BRAZIL—COVID-19

As of April 23, 2020

» CURRENT SITUATION Brazilian authorities reported nearly 49,492 cases and 3,310 deaths in
Brazil as of April 23. Most of the cases, including the number of casualties, were from the state of
Sao Paulo. Most regional governments have implemented mitigation measures, including school
closures, restrictions to public gatherings and to non-essential services. Foreigners’ entry through
airports is now restricted and borders are closed except for freight, Brazilians and foreign
residents, and professionals from international organizations.

BRAZIL

& V'S
v v

Observed case-fatality rate (%): 6.8% Date of first 100 cases 3 Months period
Data and chart as of April 20

Deaths per 100k population: 2.1 per 100K i, thousands Source: The Johns Hopkins University COVID-19 Dashboard and Moody's Investors
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BRAZIL—Policy responses to COVID-19

Key Policy Responses as of April 23, 2020

» FISCAL POLICY To mitigate the impact of COVID-19, the authorities announced a series of fiscal
measures adding up to 6% percent of GDP. The fiscal measures include temporary income
support to vulnerable households (bringing forward the 13th pension payment to retirees,
expanding the Bolsa Familia program with the inclusion of over 1 million more beneficiaries, cash
transfers to informal and unemployed workers, and advance payments of salary bonuses to low
income workers), employment support (partial compensation to workers which are temporarily
suspended or have a cut in working hours, as well as temporary tax breaks and credit lines for
firms that preserve employment), lower taxes and import levies on essential medical supplies, and
new transfers from the federal to state governments to support higher health spending and as
cushion against the expected fall in revenues. Financial assistance states and municipalities — with
new transfers to compensate for revenue falls, a temporary stay of debt payments, debt
renegotiation, and support for credit operations through government guarantees — was also
announced. Public banks are expanding credit lines for businesses and households, with a focus
on supporting working capital (credit lines add up to over 3 percent of GDP), and the government
will back a ¥z percent of GDP credit line to cover payroll costs.

» MONETARY AND MACRO-FINANCIAL The central bank lowered the policy rate (SELIC) by
50bps a historical low of 3.75 percent. The reserve requirement has been reduced from 25 to 17,
on top of a reduction of 6 bps in early March. The Fed has arranged to provide up to US$60 billion
to the central bank through a swap facility that will remain in place for the next six months. The five
largest banks in the country agreed to consider requests by individuals and SMEs for a 60-day
extension of their maturing debt liabilities.

Source: IMF COVID 19 Policy Tracker
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MEXICO—COVID-19

As of April 23, 2020

» CURRENT SITUATION The Mexican authorities have reported 10,544 confirmed cases and 970
deaths as of April 22, 2020. To delay the spread of the coronavirus, the government has declared a
health emergency and is implementing a range of measures, including travel restrictions, social
distancing, closure of schools and shutdown of non-essential activities. On April 5, President Lopez
Obrador outlined his government’s policy priorities to combat the economic effects of COVID-19,
including more health spending and strengthening of the social safety net. Mexico was also hit by
the global selloff in financial markets and the declining oil price—since February 20, local
government bond markets saw nonresident outflows of around US$ 8 billion (0.7 percent of 2019
GDP), the 10-year dollar credit spread widened from 132 bps to 367 bps for the sovereign and
from 377 bps to 1041 bps for Pemex, and the peso depreciated by 22 percent relative to the US$
(as of April 16, 2020).

MEXICO

) Date of first 100 cases 3 Months period
Observed case-fatality rate (%): 9.2% Data and chart as of April 20
. in thousands Source: The Johns Hopkins University COVID-19 Dashboard and Moody's Investors
Deaths per 100k population: 1.1 per 100?00(;0 ! Senice
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MEXICO—Policy responses to COVID-19

Key Policy Responses as of April 23, 2020

» FISCAL POLICY The government announced that it would: 1) ensure that the Ministry of Health
has sufficient resources and does not face red-tape, and sufficient supply of medical equipment
and materials; 2) advance pension payments to the elderly; 3) accelerate the tender processes for
public spending to ensure full budget execution; and 4) consider setting-up a Health Emergency
Fund to request additional resources from Congress, that could reach up to 180 billion pesos (0.7
percent of 2019 GDP). President AMLO addressed the nation on April 5 outlining the
government’s priorities. Besides higher health spending and strengthening of the social safety net,
the plan includes measures like: 1) frontloading of social pension and disability payments by four
months; 2) accelerating procurement processes and VAT refunds; 3) lending up to 25 billion pesos
to SMEs; 4) liquidity support by development banks; 5) some workers accessing loans against
their social security accounts. In addition, the government announced 1) public housing credit
institute covering three months of workers’ debt (defer further six months for those let go); 2)
lending of 25 billion pesos for small businesses who has not fired workers or reduced salaries
since the outbreak. The week of April 19 the President further announced an austerity program for
public expenditures including wage reductions and a hiring in order to free up 2% percent of GDP
to finance additional health expenditures and priority investment.

Source: IMF COVID 19 Policy Tracker
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MEXICO—Policy responses to COVID-19

Key Policy Responses as of April 23, 2020

»  MONETARY AND MACRO-FINANCIAL Monetary policy rate has been lowered by 100bp to 6
percent, most recently in a 50bp cut this week. The non-deliverable forward hedging program
(NDF, in domestic currency) was extended by $10 billion to $30 billion ; two NDF auctions were
conducted offering $2 billion each (allocated $2 billion total, 0.2 percent of 2019 GDP). Conducted
several government bond exchanges, mainly to shorten maturities; and revised plans for new
government bond issuance. Announced additional measures to provide MXN and USD liquidity to
the banking system and improve the functioning of the domestic financial markets: 1) reduce the
mandatory regulatory deposit with Banxico (by 50 billion pesos, or about 15 percent of the current
stock); 2) halved the cost of repos; 3) provide USD liquidity (via auctions) to banks by drawing on
the $60 billion swap line with the Fed ; and 4) in conjunction with the Ministry of Finance, seek to
strengthen market making in the government bond market. Activated the swap line with the Fed,
auctioned already US$ 5 billion to commercial banks and announced a second auction (US$ 5
billion) . Temporarily adjusted the accounting rules for banks and other financial institutions to
facilitate debt service rescheduling ; recommended suspension of dividend payments and share
buybacks . The central bank has also substantially expanded its liquidity facilities making them
more affordable, accepting a broader range of collateral and expanding eligible institutions while
establishing a corporate securities repo facility to support the corporate bond market.

Source: IMF COVID 19 Policy Tracker
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ARGENTINA—COVID-19

As of April 23, 2020

» CURRENT SITUATION The outbreak of COVID-19 in Argentina has been relatively limited so far,
with 3,435 confirmed cases and 165 mortalities (as of April 23), and the majority of the cases
centered in the Province and City of Buenos Aires. The authorities have adopted sweeping
measures to prevent a rapid growth in infections, involving a full closure of borders and a nation-
wide quarantine, beginning on March 20th and lasting until at least May 4th, including closed
borders. Capital Flow Management Measures (CFMs) that were already in place since August
2019 have largely protected Argentina so far from the impact of capital outflows.

ARGENTINA
Date of first 100 cases 3 Months period
Observed case-fatality rate (%): 4.9% Data and chart as of April 20
. ; Source: The Johns Hopkins University COVID-19 Dashboard and Moody's Investors
Deaths per 100k population: 0.4 per 100K M thousands P Y Y Senvice
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=mmmmm  Recovered cases
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— Logarithm (10) of
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ARGENTINA—Policy responses to COVID-19

Key Policy Responses as of April 23, 2020

» FISCAL POLICY Adopted measures (totaling about 3.0 percent of GDP, 1.2 percent in the budget
and 1.8 percent off-budget, based on authorities’ estimates) have focused on providing: (i)
increased health spending, including for improvements in virus diagnostics, purchases of hospital
equipment and construction of clinics and hospitals; (i) support for workers and vulnerable groups,
including through increased transfers to poor families, social security benefits (especially to low-
income beneficiaries), unemployment insurance benefits, and payments to minimum-wage
workers; (iii) support for hard-hit sectors, including an exemption from social security contributions,
grants to cover payroll costs; and subsidized loans for construction-related activities; (iv) demand
support, including spending on public works; (v) forbearance, including continued provision of utility
services for households in arrears; and (vi) credit guarantees for bank lending to micro, small and
medium enterprises (SMEs) for the production of foods and basic supplies. In addition, the
authorities have adopted anti-price gouging policies, including price controls for food and medical
supplies and ringfencing of essential supplies, including certain export restrictions on medical
supplies and equipment and centralization of the sale of essential medical supplies.

» MONETARY AND MACRO-FINANCIAL Measures have been aimed at encouraging bank lending
through (i) lower reserve requirements on bank lending to households and SMEs; (ii) regulations
that limit banks’ holdings of central bank paper to provide space for SME lending; (iii) temporary
easing of bank provisioning needs and of bank loan classification rules (i.e. extra 60 days to be
classified as non-performing); and (iv) a stay on both bank account closures due to bounced
checks and credit denial to companies with payroll tax arrears.

Source: IMF COVID 19 Policy Tracker
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CHILE—COVID-19

As of April 30, 2020

» CURRENT SITUATION Chile has reported 16,023 confirmed COVID-19 cases and 227 deaths as
of April 29, 2020. In response to COVID-19, the authorities have implemented a range of
measures, including declaration of state of catastrophe, travel restrictions, closure of schools,
curfews and bans on public gatherings, and a Law on teleworking. The authorities have also
unveiled measures to support employment and incomes, and provide liquidity, elaborated below.
The COVID-19 outbreak comes only a few months after the social unrest that started in mid-

October 2019.

CHILE
) Date of first 100 cases 3 Months period
Observed case-fatality rate (%): 1.4% Data and chart as of April 20
. ; Source: The Johns Hopkins University COVID-19 Dashboard and Moody's Investors
Deaths per 100k population: 1.0 per 100I1<000':) thousands Senice

=mmmm= Recovered cases

= Active cases
Deaths

— Logarithm (10) of
active case (RHS)
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CHILE—Policy responses to COVID-19

Key Policy Responses as of April 30, 2020

» FISCAL POLICY On March 19, the authorities presented a package of fiscal measures of up to
US$11.75 billion (about 4.7 percent of GDP) focused on supporting employment and firms’
liquidity. The set of measures includes: (i) higher healthcare spending; (ii) enhanced subsidies and
unemployment benefits; (iii) a set of tax deferrals; (iv) liquidity provision to SMEs, including through
the state-owned Banco del Estado; and (v) accelerated disbursements for public procurement
contracts. On April 8, the authorities announced: (i) additional support for the most vulnerable and
independent workers of about US$2 billion; and (ii) a credit-guarantee scheme (of US$3 billion)
that could apply to credits of up to US$24 billion for facilitate firms’ financing.

» MONETARY AND MACRO-FINANCIAL The key measures undertaken by the Central Bank of
Chile include: (i) two policy rate cuts by cumulative 125 basis points to 0.5 percent; (ii) introduction
of a new funding facility for banks conditional on them increasing credit; (iii) inclusion of corporate
securities as collateral for the Central Bank’s liquidity operations and inclusion of high-rated
commercial loans as collateral for the funding facility operations; (iv) initiation of a program for
purchase of bank bonds (up to US$8 billion); (v) expansion of eligible currencies for meeting
reserve requirements in foreign currencies; (vi) flexibilization of Central Bank regulations for bank
liquidity; and (vii) expansion of the program for providing liquidity in pesos and US$ through repo
operations and swaps. The Financial Market Commission unveiled a package of measures to
facilitate the flow of credit to businesses and households, which includes: (i) special treatment in
the establishment of provisions for deferred loans; (ii) use of mortgage guarantees to safeguard
SME loans; (iii) adjustments in the treatment of assets received as payment and margins in
derivative transactions; and (iv) revision of the timetable for the implementation of Basel Il
standards.

Source: IMF COVID 19 Policy Tracker
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COLOMBIA—COVID-19

As of April 30, 2020

» CURRENT SITUATION Colombia has 6,211 confirmed COVID-19 cases and 278 deaths as of
April 30, 2020. The government declared a state of emergency on March 17, and a quarantine has
been in place since March 25. The construction and manufacturing sectors were allowed to restart
operations on April 27. Other measures to contain virus transmission have included travel bans,
border closures, and a suspension of classes. The government has also announced economic
measures as part of the response.
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COLOMBIA—Policy responses to COVID-19

Key Policy Responses as of April 30, 2020

» FISCAL POLICY A state of emergency decree created a National Emergency Mitigation Fund,
which will be partially funded from regional and stabilization funds (around 1.5 percent of GDP)
and will be complemented by 1.3 percent of GDP from domestic bond issuance and other
budgetary resources. Additional budgetary support for health has been announced, along with
faster direct contracting for services associated with the emergency response, new credit lines
providing liquidity support to the coffee sector and all tourism-related companies, new credit lines
for payroll and loan payments for SMES trough the National Guarantee Fund, a two-month
suspension of pension contributions by both employees and employers, delayed tax collection for
the tourism and air transportation sectors, an exemption of tariffs and VAT for strategic health
imports and selected food industries and services, delayed utility payments for poor and middle
income households, additional taxes for public sector workers (to help fund the response), and
expanded transfers for vulnerable group

» MONETARY AND MACRO-FINANCIAL The Central Bank has cut the policy rate by 100 bp and
has implemented several measures to boost liquidity in both the financial market and foreign
exchange rate markets. These include: (i) an extension of access of their liquidity overnight and
term facilities to managed funds, stock brokerage companies, trusts, and investment companies,
(i) an expansion of their liquidity operations (REPQOS) allotment , (iii)) a COP 10 trillion program to
purchase securities issued by credit institutions, and (iv) TES purchases in the secondary market.
The Central Bank also lowered the reserve requirement applicable to savings and checking
accounts from 11 to 8 percent and the one applicable to fixed-term savings accounts (less than 18
months) from 4.5 to 3.5 percent.

Source: IMF COVID 19 Policy Tracker
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PERU—COVID-19

As of April 29, 2020

» CURRENT SITUATION The first case of COVID-19 was confirmed in Peru on March 6th and by
April 29th there were 39,931 confirmed cases and 943 deaths. The government has declared a
state of national emergency and implemented a number of measures to limit the spread of the
virus, including closing of national borders, restrictions to interprovincial movement, a mandatory
two-week national isolation period (extended three additional times until May 10th), and daily
curfews from 6 pm to 4 am. In addition to the distortions associated with the domestic outbreak,
the decline in copper (and other commodity) prices is reducing the country’s external and fiscal

revenues.
PERU
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PERU—Policy responses to COVID-19

Key Policy Responses as of April 29, 2020

» FISCAL POLICY The government has approved 1.1 billion soles (0.14 percent of GDP) to attend
the health emergency. In addition, the government has approved approximately 3.4 billion soles
(0.4 percent of GDP) in direct transfers to support poor households during the four-week national
isolation period and it is likely to increase this amount given the extension of this period. The
government has approved a three-month extension for the income tax declaration for SMEs and is
granting flexibility to enterprises and households in the repayment of tax liabilities. These tax
measures are estimated to provide a temporary relief in the order of 1.4 percent of GDP. The
government has also approved the creation of a 300 million soles (or 0.04 percent of GDP) fund to
help qualified SMEs to secure working capital and/or refinance debts. The government has
announced a postponement of households’ payments of electricity and water. The government has
recently announced a bigger fiscal support package which would take total fiscal support to over 7
percent of GDP.

» MONETARY AND MACRO-FINANCIAL The central bank has cut the policy rate by 200 basis
points, bringing it to ¥4 percent, and is monitoring inflation developments and its determinants in
order to increase the monetary stimulus if necessary. In addition, the central bank has reduced
reserve requirements, provided liquidity to the financial system through repo operations, and has
recently announced a package of 30 billion soles (nearly 4 percent of GDP) in liquidity assistance
(backed by government guarantees) to support lending and the payments chain. The
superintendence of banks has issued a notification allowing financial institutions to modify the
terms of their loans to households and enterprises affected by the Covid-19 outbreak without
changing the classification of the loans. These operations have to satisfy well defined conditions,
including a maximum modification period of six months.

Source: IMF COVID 19 Policy Tracker
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