The impact of Liberation Day
on trade finance

The Allianz Working Capital (“ALWOCA")
strategy was set up to be a global
diversified strategy with the ability to
adapt to changes in the geopolitical
landscape. We believe that there should
be minimal impact to the portfolio from
the “Liberation Day” announcements
through its inherent diversification across
various regions and sectors, although we
continuously review all positions and
are conducting increased due diligence
in the limited areas where we believe risk
may have become more elevated.

What is the direct impact of
tariffs?

To put this in context; around 45% of
the strategy has payables/receivables
that are cross-border globally.
Specifically, cross-border into the
United States is c10%.

Of the US cross-border business, we
do not expect an immediate change in
the buyer/supplier relationships as any
changes will take time and will

be nuanced to specific sectors and
countries and the level of tariff vs the
cost of changing supply chains. Where
the US business is supply-chain finance,
it is possible that any new supplier may
need financing, and the buyer credit risk
remains the same. Nevertheless, this is
an area of ongoing diligence.

Turning to corporate fundamentals,
the consensus view is that it is likely
that technology, auto suppliers and
retail will be most impacted by tariffs.
However, the risk of tariffs wasn’t an
unknown and a lot of our exposure in
these sectors was BB or investment
grade. Our B-rated exposure across
these sectors is below 10% without
undue single name concentration. By
virtue of their rating, these credits were
already subject to close due diligence.
Within the B-sector we include the You
Lend, Sports & Media Finance all of
which should not be impacted by tariffs,
so the remaining corporate B exposure
is not excessive and well-diversified.

Trade finance investments are designed for professional investors only and
may be illiquid in nature. This is a marketing communication. Please refer to the
information document of the AIF before making any final investment decisions.

Key takeaways

+ With a structural imbalance in
the demand for and the supply
of trade finance, we do not see
our ability to source assets as
being impaired.

+ ALWOCA should get tail winds
from front end movements
versus cash due to the lag
effect of c110 days across the
portfolio.

* Longer term we do not see a
dislocation in the relative value
of the asset class versus BB
high yield.
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What is the indirect impact of tariffs?

Consensus global growth estimates have been
shaved by approximately 1% annually (assuming
no negotiations to lower the impact) and recession
probabilities have risen to 25-35% (Source:

JP Morgan, Goldman Sachs). However, we do not
see this as a watershed moment of pain as the
starting point is one of relative strength. Corporate
fundamentals are reasonable, interest rates are
not excessive, and unemployment rates are low.
With a structural imbalance in the demand for
and the supply of trade finance, we do not see

our ability to source assets as being impaired.

The insurance market and bank providers of trade
finance is often pro-cyclical with desks reducing
exposure if economies are seen as slowing.
Potentially this could provide new opportunities for
us in terms of pricing and new credits to review.

READ OUR PREVIOUS ARTICLE

Relative attractiveness of the
asset class

Compared to 1 month ago, US front end cash rates
are broadly unchanged; but the 10yr Treasury

has fallen c30bp - so the current relative value of
front-end rates is more attractive again but this is
probably only short term. Forward market expects
US cash rates to fall 70bp over the next 12months,
while expectations for the 5yr and 10yr are virtually
unchanged (Source: Bloomberg). To put this in
context, in a year’s time the market expects cash
rates slightly below the 5yr and 10yr levels, but not
much. In the meantime, Allianz Working Capital
strategy should get tail winds from front end
movements versus cash due to the lag effect of c110
days across the portfolio.

Credit spreads have widened: but only to c240bp for
global BB corporates with 3.6yrs duration (Source:
ICE HW10 index) vs 110 days for ALWOCA. Most
strategists expect further widening of high yield
spreads. While the relative value of the Allianz
Working Capital strategy spreads may suffer in the
short term as public markets adjust more rapidly,

we would expect wider available spreads in trade
finance with a roughly six-month delay if we do see a
deterioration in the economy. If, there is a reversion to
“normality”, public spreads would of course tighten.
Thus, longer term we do not see a dislocation in the
relative value of the asset class versus BB high yield.
If one takes a bearish view and believe aa recession
is imminent, we believe that higher expected
recovery rates in trade finance, are another reason to
refer the asset class versus public credit.

We believe that as volatility is likely to continue, this
supports a conservative positioning in a short spread
and rates duration portfolio such as the Allianz
Working Capital strategy.
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For more information, please visit:

- uk.allianzgi.com @ LinkedIn © YouTube

The statements contained herein may include statements of future expectations and other forward-looking statements that are
based on management'’s current views and assumptions and involve known and unknown risks and uncertainties that could cause
actual results, performance or events to differ materially from those expressed or implied in such statements. We assume no
obligation to update any forward-looking statement.

Trade finance investments are designed for professional investors only and may be illiquid in nature.

This document is not a contractually binding document or an information document required by any legislative provision, and is not
sufficient to take an investment decision. This is a marketing communication. Please refer to the legal and regulatory documentation
of the Fund before making any final investment decisions.

Target return assumptions may be based on the investment team’s experience with predecessor funds, market participants and other
stakeholders of the industry. Actual returns from an investment in the portfolio over any given time horizon may vary significantly
from the target return assumptions. Future performance is subject to taxation which depends on the personal situation of each
investor and which may change in the future.

To the extent we express any prognoses or expectations in this document or to make any forward-looking statements, these
statements may involve risks. Investments in the Fund entail a high degree of risk and no assurance can be given that the investment
objectives will be achieved or that investors will receive a return on their capital. Please refer to Fund legal documentation for a full
description of General and Specific Risk Factors.

Actual results and developments may therefore differ materially from the expectations and assumptions made. On our part, there is
no obligation to update target return assumptions and forward-looking statements presented herein.

Allianz Global Investors / Allianz Capital Partners may terminate arrangements made for marketing, including by way of de-
notification. The Summary of Investor Rights is available in English, French, German, Italian and Spanish at https://regulatory.
allianzgi.com/en/investors-rights.

Investing involves risks. The value of an investment and the income associated with it can go down as well as up. Investors may not
get back the full amount invested. Past performance does not predict future returns. If the currency in which the past performance is
displayed differs from the currency of the country in which the investor is resident, the investor should be aware that the performance
shown may be higher or lower due to exchange rate fluctuations when it enters the local currency of the investor is converted. The
views and opinions expressed herein, which are subject to change without notice, are the views and opinions of the issuer and / or
affiliates at the time of publication. The data used come from various sources and are believed to be correct and reliable. The terms
and conditions of all underlying offers or contracts that have been or will be made or concluded take precedence. This document
does not contain any statements about the suitability of the investments described here for the individual circumstances of a
recipient.

For investors in Europe (excluding Switzerland and the United Kingdom)

For a free copy of the offering memorandum, subscription documents and the latest annual report, contact Allianz Global Investors
GmbH/ Allianz Capital Partners GmbH, either electronically or by mail at the given address. Please read these documents, which
are solely binding, carefully before investing. This is a marketing communication issued by Allianz Global Investors GmbH, www.
allianzgi.com, an investment company with limited liability, incorporated in Germany, with its registered office at Bockenheimer
Landstrasse 42-44, 60323 Frankfurt/M, registered with the local court Frankfurt/M under HRB 9340, authorised by Bundesanstalt
fir Finanzdienstleistungsaufsicht (www.bafin.de). Allianz Global Investors GmbH has established branches in France, Italy, Spain,
Luxembourg, Sweden, Belgium and the Netherlands. Contact details and information on the local regulation are available here
(www.allianzgi.com/Info). The Summary of Investor Rights is available in English, French, German, Italian and Spanish at https://
regulatory.allianzgi.com/en/investors-rights.

For investors in Switzerland

For a free copy of the offering memorandum, subscription documents and the latest annual report contact the issuer either
electronically or by mail at the given address. Please read these documents, which are solely binding, carefully before investing. This
is a marketing communication issued by Allianz Global Investors (Schweiz) AG, a 100% subsidiary of Allianz Global Investors GmbH.

For investors in the United Kingdom

For a free copy of the offering memorandum, subscription documents and the latest annual report, contact the issuer at the address
indicated below or regulatory.allianzgi.com. Please read these documents, which are solely binding, carefully before investing.

This is a marketing communication issued by Allianz Global Investors UK Limited, 199 Bishopsgate, London, EC2M 3TY, www.
allianzglobalinvestors.co.uk. Allianz Global Investors UK Limited, company number 11516839, is authorised and regulated by

the Financial Conduct Authority. Details about the extent of our regulation are available from us on request and on the Financial
Conduct Authority’s website (www.fca.org.uk). The duplication, publication, or transmission of the contents, irrespective of the form, is
not permitted; except for the case of explicit permission by Allianz Global Investors UK Limited..
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