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MAPPING THE EMERGING MARKET DEBT LANDSCAPE POST-COVID

The unprecedented addition of USS6 trillion to G20 central bank balance sheets in just over four months has reversed investor sentiment,
resulting in the recovery of Emerging Market (EM) debt markets and spreads tightening.

Since the beginning of the COIVD-19 crisis, EM sovereign spreads first widened by over 400 basis points (bps), from around 285 to 685 bps,
followed by a tightening of around 200 bps, to the current below 450 bps level (see chart below).
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Source: JP Morgan, QIC. EM Index is the JP Morgan Emerging Market Bond Index Core, which is a hard currency EM Sovereign index. Data as of 31st July 2020.
OAS = Option Adjusted Spread. Emerging Market Debt Spread is defined as the spread over the interpolated spread over the reference curve in each hard
currency.

DEFINING EM DEBT PARAMETERS

EM debt comes in two forms: hard currency or local currency bonds.

This market is primarily dominated by sovereign issuers in hard currency, predominantly USS. However over time the asset class has become
more diverse, with investors able to access EM debt via sovereigns and corporates in hard and local currency.

Exposure to long-term secular growth is the central theme of the emerging markets investment story — with the EM sovereign hard currency
market segment the main character favoured by investors. While the local currency component of the market can offer higher returns, this can
come with greater volatility.

A good example of a local currency corporate bond market developing significantly in the last 10 years has been the on-shore China corporate
bond market. The local currency (CNY) corporate bond market has evolved into a sizable, diverse, high-quality investible universe, buoyed by solid
fundamentals.

Increased allocations into EM debt may prove to be beneficial given the positive dynamics of EM Debt, which today outweigh the investment case
for developed market bonds. As EM Debt rebounds out of the pandemic over the next decade, we expect its growth and development to outpace
developed markets. As an example, China in the last 15 years has grown from the world’s fifth largest economy (as measured by GDP) to the
second largest.



WHY BUY EM DEBT?

The below drivers support the attractiveness of EM Debt to investors:

1. Favourable Fiscal and Monetary support

e Huge liquidity provisions from central banks should continue to support EM hard-currency bonds

e |ow risk-free rates and high benchmark spreads suggest attractive returns could be found in EM spreads

2. Volatility will remain suppressed

e Lower asset class volatility combined with the prospect of suppressed yields over a longer period, will ensure investors’
search for higher yielding assets is set to continue.

The VIX index (the 30-day market-implied volatility of the S&P 500) has fallen to 24.5 as of end-July, after peaking at 83
in mid-March at the height COVID-19’s market dislocation. If we also considered the MOVE index (US Treasury yield
volatility implied by one-month OTC options on US Treasuries) — which compressed from its peak of 164 in March, to 42
— this has not only surpassed the lows just prior to the pandemic but are now at an all-time historical low. In addition,
10-year US Treasuries have been largely confined to a very narrow range over the past month —55bp to 70bp.

e Despite seeing a strong recovery since March, EM Debt volatility regime and momentum offers investors a significant
opportunity to outperform in risk, especially during a crisis.

3. Valuations are relatively attractive

e On a relative basis as the crisis has evolved, EM Debt significantly outperformed US and European corporate bonds
despite initially lagging in the rebound.

e The forward-looking return profile of EM debt has become increasingly attractive (see chart above) offering investors
attractive yields and long-term entry levels.

4. Flows turning positive

0 e EM bond funds have started to see small inflows but have a long road to replenish the year-to-date net bond portfolio

outflows of US$37 bn (as of July 31st, 2020). Non-ETF funds leading the outflows at US$31 bn while ETF funds
redemptions year-to-date are at US$4 bn.

OUR VIEW ON PLAYING THE LONG-GAME

The course ahead: There are still unknowns and risks as the COVID pandemic continues to unfold, undermining a clear path towards recovery.
Current state of play: We are currently witnessing two key factors making EM Debt an emerging and promising asset class for active investors:

e  Multiple mis-pricings in the market; and

e  EM Debt is still cheap, trailing other bond markets

Price of admission: One such attractive long-term entry point would be starting yields (and coupons) which are currently high.
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IMPORTANT INFORMATION

QIC Limited ACN 130539 123 (“QIC") is a wholesale funds manager and its products and services are not directly available to, and this
document may not be provided to any, retail clients. QIC is a company government owned corporation constituted under the Queensland
Investment Corporation Act 1991 (QLD). QIC is regulated by State Government legislation pertaining to government owned corporations in
addition to the Corporations Act 2001 (Cth) (“Corporations Act”). QIC does not hold an Australian financial services (“AFS”) licence and certain
provisions (including the financial product disclosure provisions) of the Corporations Act do not apply to QIC. QIC Private Capital Pty Ltd (“QPC”),
a wholly owned subsidiary of QIC, has been issued with an AFS licence and certain other wholly owned subsidiaries of QIC are authorised
representatives of QPC. QIC’s subsidiaries are required to comply with the Corporations Act. QIC also has wholly owned subsidiaries authorised,
registered or licensed by the United Kingdom Financial Conduct Authority (“FCA”), the United States Securities and Exchange Commission
(“SEC”) and the Korean Financial Services Commission. For more information about QIC, our approach, clients and regulatory framework,
please refer to our website www.gic.com or contact us directly.

To the extent permitted by law, QIC, its subsidiaries, associated entities, their directors, officers, employees and representatives (the “QIC
Parties”) disclaim all responsibility and liability for any loss or damage of any nature whatsoever which may be suffered by any person directly or
indirectly through relying on the information contained in this document (the “Information”), whether that loss or damage is caused by any
fault or negligence of the QIC Parties or otherwise. This Information does not constitute financial product advice and you should seek advice
before relying on it. In preparing this Information, no QIC Party has taken into account any investor’s objectives, financial situations or needs.
Investors should be aware that an investment in any financial product involves a degree of risk and no QIC Party, nor the State of Queensland
guarantees the performance of any QIC fund or managed account, the repayment of capital or any particular amount of return. No investment
with QIC is a deposit with or other liability of any QIC Party. This Information may be based on information and research published by others.

No QIC Party has confirmed, and QIC does not warrant, the accuracy or completeness of such statements. Where the Information relates to a
fund or services that have not yet been launched, all Information is preliminary information only and is subject to completion and/or
amendment in any manner, which may be material, without notice. It should not be relied upon by potential investors. The Information may
include statements and estimates in relation to future matters, many of which will be based on subjective judgements or proprietary internal
modelling. No representation is made that such statements or estimates will prove correct. The reader should be aware that such Information is
predictive in character and may be affected by inaccurate assumptions and/or by known or unknown risks and uncertainties. Forecast results
may differ materially from results or returns ultimately achieved. Past performance is not a reliable indicator of future performance.

This Information is being given solely for general information purposes. It does not constitute, and should not be construed as, an offer to sell,
or solicitation of an offer to buy, securities or any other investment, investment management or advisory services, including in any jurisdiction
where such offer or solicitation would be illegal. This Information does not constitute an information memorandum, prospectus, offer
document or similar document in respect of securities or any other investment proposal. This Information is private and confidential and it has
not been deposited with, or reviewed or authorised by any regulatory authority in, and no action has been or will be taken that would allow an
offering of securities in, any jurisdiction. Neither this Information nor any presentation in connection with it will form the basis of any contract
or any obligation of any kind whatsoever. No such contract or obligation will be formed until all relevant parties execute a written contract. QIC
is not making any representation with respect to the eligibility of any recipients of this Information to acquire securities or any other investment
under the laws of any jurisdiction. Neither this Information nor any advertisement or other offering material may be distributed or published in
any jurisdiction, except under circumstances that will result in compliance with any applicable laws and regulations.

Investors or prospective investors should consult their own independent legal adviser and financial, accounting, regulatory and tax advisors
regarding this Information and any decision to proceed with any investment or purchase contemplated by the Information.
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of QIC.



