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Geopolitics

US Foreign Policy

Venezuela

China

The Venezuela Emergency Relief,
Democracy Assistance, and
Development (VERDAD) Act, which
was passed in 2019 to support
Interim-President Juan Guaidé and
the democratically elected Mational
Assembly is due to expire in
December 2023.

The Act was meant to harmonise US
policy initiatives in support of a
negotiated and peaceful solution to
the crisis in Venezuela. It authorises
targeted sanctions for corruption,

human rights abuses, and anti-
democratic actions by the Maduro
govemment and its allies. The

VERDAD Act also seeks to provide
increased humanitarian assistance.
With those authorisations expiring in
December 2023 and negotiations
stalled, the Chairman of the US
Senate Foreign Relations Committee
announced plans to introduce a
VERDAD Expansion Act when the
senate reconvenes after the August
recess. The Act would authorise
and/or codify wvarious forms of
pressure on the Maduro regime if
progress is not made in negotiations
within six months of the bill's
enactment. Congress could scale
back, extend, or expand the scope of
US sanctions on Venezuela.

Relations between Washington and
Beijing have remained fraught.
Consecutive visits to Beijing in June
and July 2023 by US Secretary of
State Antony Blinken, Treasury
chief Janet Yellen and climate
envoy John Kerry to meet Chinese
leaders, including Xi Jinping,
Premier Li Qiang and top diplomat
Wang Yi, have been widely hailed as a

significant step to ease the tensions.
These visits have ended with pledges
to continue to communicate, but no
concrete agreements, as relations
between the two nations remain
frosty.

In August 2023, Minister of National
Defence, General Li Shangfuvowed to
strengthen military ties with several
countries around the world, but
unsurprisingly excluded the US.

Taiwan

In July 2023, the Biden administration
announced a weapons aid package to
Taiwan worth up to $345 million,
which is likely to anger China. The
formal announcement did not include
a list of the weapon systems being
provided.

In its 2023 budget, Congress
authorised up to %1 billion worth of
Presidential Drawdown Authority
weapons aid for Taiwan, which
strongly rejects Chinese sovereignty
claims. Beijing has repeatedly
demanded that the US, Taiwan’'s most
important arms supplier, halt the sale
of weapons to the island.

China considers Taiwan part of its
territory and as such, continues to
warn other nations against engaging
Taiwan in bi-lateral relations. This
development will do little to improve
US-China relations.
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Geopolitics
Russia/Ukraine/NATO

Russia’s invasion of Ukraine has strained its relations with the North Atlantic
Treaty Organisation (NATQO). NATO's expansion has long beena point of
contention for Russian President Vladimir Putin, who claims Kyiv's accession
would pose a threat to Moscow's national security.

At the 2023 Vilnius Summit, allies agreed to further develop the Comprehensive
Assistance Package (CAP) into a multi-year programme of assistance, to help
rebuild the Ukrainian security and defence sector and transition Ukraine
towards full interoperability with MNATO. Allies also reaffirmed their
commitment to allow Ukraine to become a member of NATO.

Russia/Australia

Australia has blocked Russia from building a new embassy near its parliament citing a
spying risk. Prime Minister Anthony Albanese said intelligence agencies had given
"wvery clear security advice" on the move. Laws were specifically and rapidly drafted to

halt construction after legal attempts to block the Canberra development failed. The

Kremlin said it was "yet another unfriendly action" which Russia would "take into
account” in the future.

India/China Relations

The leaders of India and China took the time to speak on the sidelines, during
the recently concluded BRICS Summit and agreed to intensify efforts to
expeditiously disengage and de-escalate tensions between their troops, who
were locked in a standoff in certain friction points along the Line of Actual
Control (LAC) in eastern Ladakh.

India and China had previously held the 19*" round of Corps Commander-level
talks on August 13" and 4™ with a focus on resolving pending issues at the
standoff areas of Depsang and Demchok in eastern Ladakh.
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Geopolitics

BRICS

Expansion is on the agenda for the BRICS group, with 22 countries formally
applying to be members. Foundation members, Russia and China, welcome the
growth as countries, such as Iran, would increase China's influence and maove
the BRICS to a more anti-American accord. Russia, on the other hand, sees a
bigger BRICS as a way of offsetting the Western alliance that currently exists.
Regardless of their individual objectives, the bloc's growth prospective could
see it potentially rivalling the G7.

At the recently held 15" BRICS Summit, the bloc invited Saudi Arabia, Iran,
Ethiopia, Egypt, Argentina and the United Arab Emirates to join. They will be
formally admitted on January 1, 2024.

Despite growing resentment for the US dollars dominance among BRICS
members, a common currency is not the current focus. Instead of a broader
push towards de-dollarisation, BRICS members can choose to increasingly
settle trade between each other in their local currencies.

Source: Getty Images
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Geopolitics

Implications

If Venezuelan authorities are subjected to an intensification of sanctions from
the US, it is difficult to imagine a scenario where this does not increase the
hardships faced by the wider population.

The escalation of US sanctions would continue to negatively impact the
Caribbean as these sanctions prevent regional states from trading with
Venezuela, costing them access to cheaper oil through the PetroCaribe
agreement. It could also affect Trinidad and Tobago's ability to continue
negotiations on jointly developing the Dragon gas field.

Given recent events, no major improvement in US-China relations is envisaged
for the foreseeable future. Infact, both countries are expected tointensify their
respective efforts to offset each other's foreign policy agenda.
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Trade

/Black Sea Grain Initiative

T
Regional Trade Agreements (RTAs) \

On July 17, 2023, Russia announced its decision
to withdraw from the Black Sea Grain Initiative
(BSGI). Since its launch in July 2022, this
initiative helped stabilise global food prices as it
facilitated the delivery of more than 32 million
tons of grain and other commodities to
countries that desperately needed food
supplies.

Japan supports BSGI [ ]

/

N

Japan is paying close attention to the
ramifications of Russia's decision on the global
food supply.

Through international organisations, Japan has
demonstrated its support of Ukraine’'s grain
exports and has been providing support to
regions struggling with severe food shortages,
including the Middle East and Africa. They also
support the EU's "Solidarity Lanes® initiative to
transport Ukrainian grain and food by land.

| S/

On July 2, 2023, the World Trade Organisation (WTO)
reviewed the following RTAs:

Free Trade Agreement between the member states of
the Association of Southeast Asian Mations (ASEAN)
and Hong Kong, China (Goods and Services)

Free Trade Agreement between the European Free
Trade  Association (EFTA)  States (lceland,
Liechtenstein, Norway and Switzerland) and Turkey
{Goods and Services)

Comprehensive and Progressive Agreement for Trans-
Pacific Partnership (CPTPP), Goods and Services - to
aid Peru in gaining access to an economic bloc
accounting for 13 percent of global GDP and 15 percent
of world trade

Partnership, Trade and Cooperation Agreement
between the UK and Morth Macedonia (Goods and
Services)

Partnership, Trade and Cooperation Agreement
between the UK and Serbia (Goods and Services)

The next Committee Meeting on RTAs by WTO
members is tentatively due for September 25 - 26,
2023,

Regional Trade Policy Training

AWTO Regional Trade Policy Course is being hosted in Trinidad and Tobago in partnership with the Univer sity of
the West Indies (LU'wI), 5L. Augustine for Caribbean WTO members and observers.

This training will run from Juby 17, 2023 to September 8, 2023 and will focus on:

1) Thelnternational Trading System

2]  Regional Trade Policy Context and its linkages with the WTO agreements
3} Ways Lo strengthen, reform and modernise the multilateral trading system




Trade

ore WTO

Although  export
volume  declined,
the total value of
exports grewby 8.4
percent in Q1 2023,
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the US is reducing
its dependence on
Chinese  imports.
As a result, Mexico
is now filling this
gap.

Al the beginning of
the year, Mexico
became the top US
trading partner and
in 2022, Mexico's
exports grew by 54
percent compared
to 2016,

Top Global Exporters (2022)
Merchandise Export Volume Growth March 2023 (y-o-y)
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Exports were
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and engines.

trade activity with
the WUS, China is
strengthening  its
trading ties with
Russia.

For the first five
months of 2023,
trade between
Russia and China
increased by 4]
percent (y-o-y).

0.2%

Germany

After slipping into a
recession in Q1
2023, there are
concerns that EU-
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and

Anecdotal evidence
suggests that trade
with non-EL
members fell while
trading activity
with EU members
remained stable.



Trade

Implications

= Exportrestrictions could lead to higher global food prices, which will negatively
affect poorer and developing nations. The recent termination of the BSGI could
further complicate efforts to enhance global food security.

= WTO training for Caribbean members may help to enhance the export capacity
for the regional SME sector and potentially boost foreign exchange earnings for
the Caribbean.

= Weaker demand for goods and services in some developed nations may inhibit
export earnings for emerging and developing economies.
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Banking and Finance

Multi-lateral Developments

= |n July, the World Bank (WB) annocunced plans to increase its lending capacity; a
move it expects will generate economic growth, create jobs and thereby help
millions to escape poverty. The WB revealed key elements of the strategy it will
employ to accomplish this objective. These include:

l. To make its financing more widely available, the WB will introduce a portfolio
guarantee programme where risk will be shared, and shareholders’ guarantees
will have more power. Shareholders will intervene when countries are unable to
repay their loans.

Il.  The WB will raise hybrid capital from shareholders and other development
partners.

. The WB also intends to broaden the conditions under which it can rely on
shareholders for callable capital to help it absorb more risk and increase its
lending activity. Callable capital is a commitment by shareholders to make new
funds available to the WB under specific circumstances.

= |n June, the IMF accepted the equivalent of US%1 billion in Chinese yuan from
Argentina for debt repayment. This development is reflective of both the dire
economic situation in Argentina, including its very low foreign exchange reserves
and the increasing relevance of the yuan, amid efforts by specific nations to de-
dollarise the global economy.

Credit Crunch
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Banking and Finance

Figure 1: Changes in Credit Standards and Net Demand for Loans to Non-Financial
Corporations (NFCs) and Loans to Households for House Purchase

Source: Getty Images

North America


00007649
Typewritten text
Figure 1: Changes in Credit Standards and Net Demand for Loans to Non-Financial
Corporations (NFCs) and Loans to Households for House Purchase

00007649
Typewritten text
North America


Banking and Finance

Europe

Asia
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Banking and Finance

Figure 2: July 2023 Inflation Rates

China K* Japan*

ittt

Source: BOC, US-BLS, BOE, ECB, BOJ
* Data for June 2023

Implications

= The willingness of the IMF to accept the Chinese Yuan as debt repayment will
likely provide further encouragement to China, Russia and other countries in
their efforts to de-dollarise global trade and the wider global economy. While
the dollar is expected to remain the dominant currency for the foreseeable
future, reasonable success with this initiative could ultimately result in a
fragmented global trade system, with divergent rules and standards. This may
make overall global trade more complex and expensive.

= The emergence of a commercial mortgage crisis in the US represents a
substantial risk to the global financial system, with the potential to kick off a
global recession. This is especially the case if the impact on US banks is similar
to that of the 2008 financial crisis.
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Food

Food Price Index and Monthly Changes Food o odty r e nd es

Source: F Source: F

The month-on-month decline in the index in June reflected drops in the indices for
sugar, vegetable oils, cereals and dairy products, while there was no change in the
meat price index.
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After nine consecutive months of decline, the United Nations Food and Agriculture
Organisation’s Food Price Index increased by 0.6 percent month-on-month (m-o-m)

in April, driven by increases in the sugar and meat sub-indices. Nevertheless, the
downward trend resumed in May and continued in June.

Energy

Energy prices

Apr 23 May 23 Jun23  Jun 23,’“3}' 23 2022 2023
Energy Index 109.3 96.9 95.2 -1.8 151.9 105.8
Coal, Australia USs/mt 194.3 160.5 139.4 =131 297.9 2011
Crude cil, average uss/b 82.5 741 73.3 -1.2 103.4 77.8
MNatural gas, US Uss/MMBTU 2.2 2.1 2.2 1.7 6.0 2.4
Natural gas, Europe Uss/MMBTU 13.5 10.1 10.4 2.4 321 14.1

Source: PEC
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Energy prices

On average, crude oil prices declined for the 2™

consecutive month in June by 1.2 percent, month on
month.

Source: E

Energy prices

Source: E
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Natural Gas

U.S (Henry Hub)

=After 5 months of consecutive declines,
prices increased by 1.3 percent in June.
This was attributed to seasonal demand
increases.

=Also attributable to ongoing cuts to US
shale gas rigs and an increase in
speculation activity in the futures market

Europe

=Average Title Transfer Facility (TTF) price

increased by 2.4 percent after a 5-month
slide.

=Price rise due to increased demand as a

result of a heatwave across the region,
the permanent closure of one of Europe's
largest gas fields located in the
Metherlands and plant maintenance
outages in Norway

Metals
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The refusal by Russia to renew the Black Sea Crain Intiative and its destruction
of a large portion of Ukraine's wheat supply may result in significant increases

in wheat and grain prices globally, possibly beyond the levels projected by the
IMF.

As leading economies continue to tighten monetary policy and with slow GDP
growth in China, global cil demand will likely be constrained in the second half
of 2023.

Exacerbated by global macroeconomic uncertainties, the diverse movement of
metals prices highlights the mixed sentiment across industrial activity.
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Tourism
Recent Performance

According to data from the World
Tourism Organisation (WTO),
international tourist arrivals expanded
by 86 percent year-on-year (y-o-y) in
the first quarter of 2023, driven
primarily by strong performances in
the Middle East and Europe.

After averaging 66 percent of pre-
pandemic levels in 2022, arrivals rose
to BO percent in the first quarter, as
the post-COVID recovery continued
in most regions (Figure 3).

The Middle East became the first
region in which total arrivals were
equal to or greater than pre-
pandemic levels during an entire
quarter; arrivals were 15 percent
above first quarter 2019 figures.
Europe’s strong performance was
driven by upbeat demand for intra-
regional travel

Figure 4: Tourist Arrivals Recovery by Sub-

Jan-Mar 2023 as a % of Jan-Mar 2019

CENTRAL & EASTERN
SOUTH-EAST ASIA
CCEAMIA
MORTH-EAST ASIA

MORTH AFRICA

SOUTHERN MEDIT. EURCPE
NOTHERM EURCPE
WESTERN EUROPE
CARIBBEAN

CENTRAL AMERICA

20

Source: WTO

Figure 3: Tourist Arrivals Recovery by Region
Jan-Mar 2023 as a #% of Jan-Mar 2019

World Africa Asia and the Middle East
Pacific

Americas Europe

Source: WTO
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Tourism

=  Among the sub-regions, arrivals in both Southern Mediterranean Europe
and MNorth Africa were at or beyond pre-pandemic levels in the period
January-March 2023.

= Encouragingly, the number of visitors to Central America, the Caribbean,
Western Europe and Northern Europe were within single-digit range of
2019 figures.

= By comparison, the recovery in North-East Asia continues to substantially
lag the global average (Figure 4).

= The pace of the recovery among Caribbean states has been mixed and as
such mirrors global trends (Table 1).

Table1: o rst rr alsinthe Caribbean
an Apr 2023 vs Jan-Apr 2019 (%)

Country % of 2019

Anguilla 106.0
Antigua & Barbuda 98.4
Barbados 85.2
British Virgin Islands 85.8
Cayman Islands 83.6
Cuba 51.3
Grenada 104.9
Jamaica 94.3
Caribbean 94.0
Source: CTO

Of the top global destinations, Tlrkiye's recovery is furthest along, exceeding
pre-pandemic levels by 7 percent in the first quarter of 2023.

Spain’s progress was second with arrivals equivalent to first quarter 2019
numbers (Figure 5).

Page 18
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Tourism

Figure 5: e o ery of Top Tourism Destinations

*Turkiye: 7 percent above
*Spain: Arrivals equal to Q12019

Below 2019 France: 3 percent below
LT TR T R UK: 8 percent below

Below 2019

digits *Mexico: 9 percent below

sltaly: 12 percent below
Germany: 17 percent below

ﬂgures by double *US: 19 percent below

digits «Thailand: 36 percent below

In terms of global demand for travel and tourism, available data reveal that
arrivals from several key source markets were beyond pre-pandemic levels in

the first quarter of 2023.
Interestingly, arrivals from the Russian Federation were 10 percent above the

figure recorded in the first quarter of 2019, suggesting reasonably upbeat
effective demand, despite the ongoing war and its related events.

Global arrivals from the US, Germany and Italy exceeded pre-pandemic levels
by 10 percent, 13 percent and 14 percent, respectively.

Short-term Outlook

Global tourism activity is expected to grow further over the next 12 months,
despite the challenging economic environment.

Ongoing economic challenges may force many travellers to take vacations
closer to home.

The sector may be negatively affected by production cuts by OPEC+ which
could result in a significant rise in fuel costs and consequently, airfare.

The events associated with the Russia-Ukraine war remain key risks for the

sector.
The sector is unlikely to return to pre-pandemic levels before 2024.

Page 19
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Tourism

Implications

With the recovery of the tourism sector lagging the global average in several
countries, it is likely that some of these destinations may not welcome tourists at
similar totals to 2019 before 2025. This could cause global growth in 2023 and 2024 to
register at lower percentages than previously envisaged. This situation could be
intensified by additional price pressures emanating from OPEC+ production decisions
and supply disruptions owing to the cancellation of the Black Sea Grain Initiative.

Disclaimer:

The information contained in this report is shared with you in your capacity as an Investor. The information in this report is general in nature and
does not address any particular circumstances of Republic Financial Holdings Limited, any of its subsidiaries or related parties. The report is for
information purposes only and does not constitute nor is it intended to constitute investment, financial or other advice to be relied on. The past
performance of Republic Financial Holdings Limited is not an indicator, predictor nor guarantee of its future performance. You should always seek
independent professional advice, including investment, legal and tax advice, in relation to any investment you may consider in Republic Financial

Holdings Limited or any of its subsidiaries now or at any time in the future and no reliance must be placed on the information provided in this report to
make any investment decisions.
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