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Relative value never goes out of style

B While we have a strong directional view in our EM FX portfolio (see EM
Focus EM _FX portfolio update: thirsty for more and follow EM FX
portfolio dashboard at Red Mount Analytics for live updates), we also
see near-term tactical opportunities for relative value.
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B We establish along BRL/MXN via a 3-month forward contract with a time-
stamped reference implied spot level of 3.284 BRL/MXN, a stop-loss at
the reference BRL/MXN 3.245 and a take profit target at 3.3770.

B We also establish a short PEN/CLP via a 3-month forward contract with
a time stamped reference implied spot level of 278.6338, a stop-loss at
the implied spot of 281.20 and take profit target at 267.3927

Long BRL/MXN on idiosyncratic exposures and short PEN/CLP on valuations

While we have a strong directional view in our EM FX portfolio (see EM Focus EM
FX portfolio update: thirsty for more and follow EM FX portfolio dashboard at Red
Mount Analytics for live updates), we also see near-term tactical opportunities for
relative value.

In the case of the BRL vs the MXN, we believe the MXN has room to react more
strongly to a potential series of hikes by the US Fed, while the BRL is likely to be
more sensitive to electoral polls. The presidential election polls in Brazil are not
getting closer to a tie between the President Luiz Ignacio Lula da Silva and the
main challenger Flavio Bolsonaro. While the result of the election will no doubt
have a strong impact, we believe the volatility of the BRL will be more concentrated
around the actual election dates in October. As we have written in the past, we
also see the election as less binary this time around as we view Lula as being
motivated by leaving a lasting legacy, unmarred by a fiscal crisis.

Long BRL/MXN
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In the case of the CLP/PEN, the trade is purely motivated by valuations, while the
currencies have similar exposure to terms of trade, exporting copper and importing
energy. Both countries have elected right-leaning governments and finally, both
are low yielders in EM.

(/% CREDIT AGRICOLE

CORPORATE & INVESTMENT BANK



https://research.ca-cib.com/login?redirectAfterLoginUrl=%2Farticle%2Fdetails%2Fff142bbd-18f8-4685-b20b-af5a23e72964
https://research.ca-cib.com/redmount-analytics/market-intelligence/report/f7e2edba-a095-4d21-bdc7-aedd121f899a?page=Main%20menu
https://research.ca-cib.com/redmount-analytics/market-intelligence/report/f7e2edba-a095-4d21-bdc7-aedd121f899a?page=Main%20menu
https://research.ca-cib.com/login?redirectAfterLoginUrl=%2Farticle%2Fdetails%2Fff142bbd-18f8-4685-b20b-af5a23e72964
https://research.ca-cib.com/login?redirectAfterLoginUrl=%2Farticle%2Fdetails%2Fff142bbd-18f8-4685-b20b-af5a23e72964
https://research.ca-cib.com/redmount-analytics/market-intelligence/report/f7e2edba-a095-4d21-bdc7-aedd121f899a?page=Main%20menu

Emerging Markets Trade Idea

Short PEN/CLP
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Important. Please note that in the United States, this fixed income research report is considered to be fixed income commentary and not fixed income research.
Notwithstanding this, the Crédit Agricole CIB Research Disclaimer that can be found at the end of this report applies to this report in the United States as if references to
research report were to fixed income commentary. Products and services are provided in the United States through Crédit Agricole Securities (USA), Inc.
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Additional recommendation obligations — available from analyst(s) upon request:
[ A list of all the recommendation changes on any financial instrument or issuer disseminated within the last 12 months.

[ Where Crédit Agricole CIB is a market-maker or liquidity provider in the financial instruments of the issuer.

Valuation and methodology

Based on their expertise, each analyst defines the information that is relevant to produce their recommendations. This information may change over time. All
recommendations focus on FX and fixed income instruments, either spot, cash or derivate markets. Crédit Agricole CIB is currently disclosing investment recommendations
either at the issuer level, at the financial instrument level or at the country level. Credit Agricole CIB investment recommendations are based on a risk and reward analysis:

(] Risk analysis may be conducted at the financial instruments level. Among the information normally used to define the risks, are (1) publications produced by other
research teams within Crédit Agricole CIB (Economics, FX, Credit Research, Interest rate), (2) country analysis, (3) regulatory filings; (4) regular discussions with
relevant stakeholders such as experts or regulatory bodies or (5) any other publicly available sources.

) Reward analysis is usually based on valuation models. Valuation may be based on proprietary models or external models provided by sources considered as reliable
(eg, Bloomberg). Among other factors, valuation models may be based on relative value models, quantitative models, cross-asset models.

[ Investment recommendations may also be based on other technical aspects, including positioning flows and observing the market and underlying movements in
particular instruments or issuers. This analysis will take into account key criteria such as market liquidity of the financial instrument at the time of production of the
recommendation.

Any change in recommendation is disclosed via specific documents indicating both the new and the previous recommendation and the rationale backing the change.

Credit Agricole CIB expressly disclaims any responsibility for: (i) the accuracy of the models or estimates used in deriving the recommendations; (ii) any errors or omissions
in computing or disseminating the valuations: and (iii) any uses to which the recommendations are put. Any valuation provided may be different from the valuation of the
same product that Credit Agricole CIB may use for its own purposes, including those prepared in its own financial records.
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