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Choosing Trump Or Biden

Investors will benefit from supportive policy under either outcome, but the impact on specific
industries is much harder to predict.

The candidates, who are generally prone to exaggeration, will tell you this is the most important election in
Americans’ lifetimes. It is, without a doubt, one of the starkest choices in a while. And yet, for all the
differences between President Donald Trump and former Vice President Joe Biden, next year’s recovery—
and next year’s markets—will depend far more on the trajectory of COVID-19 than on either White House’s
economic agenda.

That’s not to say the outcome doesn’t matter for investors, but the consequences of next Tuesday’s vote will
take time to fully understand. For the most important macroeconomic policies meant to support the
recovery, in fact, there are fewer differences than meet the eye. For specific sectors, the differences are real,
but much will depend on how their ideas are enacted through a messy legislative process. For international
economic engagement, Biden promises to work more with allies than the more confrontational Trump, but
the China relationship will get harder in any case.

Recent sales and jobs data have been improving, although they also reveal lingering scars of what we call a
“not quite” recovery. Poorer households continue to suffer more than richer ones. Travel and retail sectors
face a long and challenging climb. With continuing monetary support and a stimulus package still likely, this
should be a welcoming environment for equities, credit and private markets, but the opportunities will differ
by region, sector and even individual companies. Investors will have to choose carefully.

Macro Alignment

With the effects of the pandemic likely to linger for months even after the discovery of a vaccine, the next
quarters look challenging. U.S. unemployment has been falling, but weekly initial claims near 700,000 still
look high and the ranks of the long-term unemployed are rising. Meanwhile, though larger firms have found
it easy to tap capital markets for liquidity, many will face questions around their long-term solvency if their
business model cannot adapt to the new normal.

The good news is that both Trump and Biden agree on the need for more stimulus. Treasury Secretary
Steven Mnuchin and House Speaker Nancy Pelosi are reportedly near a roughly $2 trillion deal, although
the election and Senate Republicans may delay final approval until after the next Congress convenes in
January. Trump has even said he wants to “go big” on stimulus, which might mean even more money next
year. Biden would certainly ask for more to support his expansive policy priorities, even if tax increases
create a temporary headwind.
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More important, the Federal Open Market Committee has turned about as extremely supportive in its rate

setting, market support and new inflation framework. The Fed’s commitment to its ample tool kit means

that monetary policy will keep liquidity ample and debt affordable, regardless of the vote results.

Sector by Sector

With candidates representing different political ideologies, it should be much easier to discern the election’s

impact on key economic sectors. Trump stresses lower taxes and less regulation, while Biden’s program

envisions higher rates for corporations and wealthy households and more government intervention in
climate policy, health care and energy.

Interpreting what

this means, especially once these policy papers are translated into law by two legislative

branches with their own views on these questions, is far more art than science.

“If the sectoral consequences of the election are murky, the outlook for America’s

global economic p

olicy is easier to envision, albeit more worrying.”

Infrastructure: After motherhood and apple pie, rebuilding America’s infrastructure is a perennial
favorite of presidential candidates. Spending on infrastructure as a percent of GDP has halved in the last

35 years, mainly as state and local spending have declined. Trump promised a $1.5 trillion infrastructure
program that relied heavily on leveraging private financing, but it stalled in Congress. Biden has
proposed up to $2 trillion on traditional projects like roads, bridges and public transportation but also
envisions expansive investments in broadband access.

Energy: Trump’s commitments to coal production have yielded little in the face of much cheaper

natural gas. M

eanwhile, relatively favorable tax and environmental rules for the U.S. shale industry have

proved to be of marginal help in a world of ample global supply and weak post-pandemic demand.
Biden’s promise to phase-out fracking on federal lands looks like less than meets the eye, as most

fracking occur:

s on private property. His pledge to rejoin the Paris Climate Accord and speed the

transition to renewable energy, however, may further benefit wind, solar and battery storage industries.
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Health Care: The outlook here gets very complicated, very quickly. Candidate Trump’s election four
years ago was greeted with relief in the face of strict controls on drug prices proposed by Hillary Clinton,
but then President Trump started talking about regulating drug prices, too. The broader health care
industry operates in a shadow of uncertainty around the Affordable Care Act, which may be struck down
by the Supreme Court even as bipartisan support grows for key elements like coverage of pre-existing
conditions. In general, more government support for health care should improve the outlook for the
hospital and managed care sectors. A Biden administration seems likely to resist any push toward a
“single-payer” system, but the industry will likely face greater regulation and thinner margins.

POLLS OF POLLS

S O &) Q Q Q Q Q Q Q Q Q Q
N N N

RN oﬂ'eﬁ' Kfli Q‘ﬁ, fb\)(\,‘bs\}\,‘bofb&fbc}fb
OV S T W @ S N v o O

e Donald Trump == Joe Biden

Source: Real Clear Politics. As of October 23, 2020.
China and Trade

If the sectoral consequences of the election are murky, the outlook for America’s global economic policy is
easier to envision, albeit more worrying.

President Trump faced stiff criticism for his mercurial approach to China, but he understood the impact of
globalization on manufacturing jobs and was extremely disciplined about his focus on redressing the
bilateral trade deficit. Most economists argue this narrow statistic distracts attention from broader
structural issues that should be solved, but the administration refused to allow issues around China’s
domestic politics or regional diplomacy to get in the way of its Phase 1 trade deal signed in January. Even
after all the campaign rhetoric directed at Beijing, especially around the coronavirus, that agreement
remains in place and likely represents the starting point for a second Trump term.

Biden has promised to engage America’s allies in a cooperative effort to confront China on state subsidies
and the protection of intellectual property, but he seems unlikely to compartmentalize economic issues from
the encroachments of headlines around political rights, technology security and regional tensions. A Biden
administration’s relationship with China could become more methodical and predictable, but it will hardly
be any easier or less bumpy. Biden might not have imposed Trump’s tariffs, but he will not likely remove
them without extracting concessions from Beijing.
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As investors hold their breath for the vote count next week, their first sigh of relief will come after any count
at all. Recent worries that the result might be contested appear to have subsided, but they have not
disappeared.

What becomes clear in this season of bitter debate and high emotion, however, is that the country’s
economic challenges will remain, regardless of the winner. A savvy investor will watch the unfolding drama
closely, with one eye on a recovery that seems to be losing steam and another eye on how a new
administration and Congress translate campaign poetry into governing prose.
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Barings is a $346+ billion* global financial services firm dedicated to meeting the evolving investment and capital needs of our clients
and customers. Through active asset management and direct origination, we provide innovative solutions and access to differentiated
opportunities across public and private capital markets. A subsidiary of MassMutual, Barings maintains a strong global presence with
business and investment professionals located across North America, Europe and Asia Pacific.

IMPORTANT INFORMATION

Any forecasts in this document are based upon Barings opinion of the market at the date of preparation and are subject to change without
notice, dependent upon many factors. Any prediction, projection or forecast is not necessarily indicative of the future or likely
performance. Investment involves risk. The value of any investments and any income generated may go down as well as up and is not
guaranteed. Past performance is no indication of current or future performance. PAST PERFORMANCE IS NOT NECESSARILY
INDICATIVE OF FUTURE RESULTS. Any investment results, portfolio compositions and or examples set forth in this document are
provided for illustrative purposes only and are not indicative of any future investment results, future portfolio composition or investments.
The composition, size of, and risks associated with an investment may differ substantially from any examples set forth in this document.
No representation is made that an investment will be profitable or will not incur losses. Where appropriate, changes in the currency
exchange rates may affect the value of investments. Prospective investors should read the offering documents, if applicable, for the details
and specific risk factors of any Fund/Strategy discussed in this document.

Barings LLC, Barings Securities LLC, Barings (U.K.) Limited, Barings Global Advisers Limited, Barings Australia Pty Ltd, Barings Japan
Limited, Baring Asset Management Limited, Baring International Investment Limited, Baring Fund Managers Limited, Baring
International Fund Managers (Ireland) Limited, Baring Asset Management (Asia) Limited, Baring SICE (Taiwan) Limited, Baring Asset
Management Switzerland Sarl, and Baring Asset Management Korea Limited each are affiliated financial service companies owned by
Barings LLC (each, individually, an "Affiliate"), together known as "Barings." Some Affiliates may act as an introducer or distributor of the
products and services of some others and may be paid a fee for doing so.

NO OFFER:

The document is for informational purposes only and is not an offer or solicitation for the purchase or sale of any financial instrument or
service in any jurisdiction. The material herein was prepared without any consideration of the investment objectives, financial situation or
particular needs of anyone who may receive it. This document is not, and must not be treated as, investment advice, an investment
recommendation, investment research, or a recommendation about the suitability or appropriateness of any security, commodity,
investment, or particular investment strategy, and must not be construed as a projection or prediction.

In making an investment decision, prospective investors must rely on their own examination of the merits and risks involved and before
making any investment decision, it is recommended that prospective investors seek independent investment, legal, tax, accounting or other
professional advice as appropriate.

Unless otherwise mentioned, the views contained in this document are those of Barings. These views are made in good faith in relation to
the facts known at the time of preparation and are subject to change without notice. Individual portfolio management teams may hold
different views than the views expressed herein and may make different investment decisions for different clients. Parts of this document
may be based on information received from sources we believe to be reliable. Although every effort is taken to ensure that the information
contained in this document is accurate, Barings makes no representation or warranty, express or implied, regarding the accuracy,
completeness or adequacy of the information.

Any service, security, investment or product outlined in this document may not be suitable for a prospective investor or available in their
jurisdiction.
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