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I

= Former US President Donald Trump was indicted by a Manhattan grand jury on 31
March, a move that has polarised US public opinion. In the near term, the indictment has
improved Trump’s standing among the Republican base, however further charges in
upcoming cases could inject some uncertainty into the Republican nomination.

= In the case of a Biden — Trump rematch, while the contours of the race may not change
dramatically and it will likely be another close election, independents are expected to be the
key group deciding the outcome of the 2024 election. The Trump indictment is unlikely to
be a major factor when it comes to lifting the US debt ceiling. We expect an eventual
agreement to lift the debt ceiling as Republicans would not want to be seen as being
responsible for a US government default.

= UST 10-year yields have started pricing in a recession recently, underlining the case
for duration in these turbulent times. We remain slightly constructive on duration with an
active stance. On credit, we see the tightening of financial conditions to be a negative for
spreads, especially for the weaker, highly-leveraged segments of the market. We maintain
our overall cautious stance, with a preference for high-quality corporate credit.

What could the implication of Trump’s arrest be for US politics?

Donald Trump was indicted on 31 March by a Manhattan grand jury on charges of hush money
payments and falsifying business records, making him the first former President to be indicted
in US history. He has pled not guilty to 34 counts related to business fraud. The courtroom
battle is likely to be a long drawn-out process that could take place during the midst of the 2024
presidential election and is likely to have implications for US politics.

= The political environment is highly polarised, with the electorate evenly divided between
Democrats and Republicans. A CNN poll (conducted on 31 March-1 April) found that 94%
of Democrats approve of the decision to indict Trump, whereas 79% of Republicans
disapproved. Significantly, 62% of independents also approve of the decision to indict
Trump. The poll also indicated that 76% of Americans think politics played a role in the
decision to indict Trump and 52% said politics played a major role.

= The Republican base is rallying around Donald Trump. Trump has seen his lead over
Florida Governor Ron DeSantis rise from 13% to 26% since the announcement of the
indictment®. These are still early days, but the indictment is likely to strengthen Trump’s
case for the Republican nomination in the short term. According to political betting site
Predictit, Trump is favoured over his number two rival DeSantis by 45% versus 36% as of
5 April.

How could this indictment affect the 2024 Presidential elections?

With respect to a general election contest between Biden-Trump, the former has seen a small
bump higher versus Trump. Trump had a small lead in February but now trails President Biden
by 1%. More importantly, it is the independents that have the highest disapproval ratings for
Trump. While the contours of the race may not change dramatically, and it is likely the election
will be a close one, the independents could tilt the race against Trump. According to market
expectations, Biden is favoured to win re-election by 55-45% as of 5 April.2

! Source: RealClearPolitics poll of polls.
2 Source: political betting site Predictlt as of 5 April 2023.
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“More
indictments
against Trump
could create
concern among
Republicans over
the strength of
Trump’s appeal
for next year’s
Presidential
elections.”

“Legal
proceedings
against Trump are
not likely to be
the deciding
factor on lifting
the US debt
ceiling.”

Trump indictment | April 2023

What is likely to inject the most volatility and uncertainty into Trump’s run for the Republican
nomination are the three other cases against Trump currently underway. Table 1 below shows
US public opinion on the different cases against the former President.

Table 1: Americans’ views on whether Trump should be charged

Poll questions Yes No uUnsure
Should Trump be charged in the Stormy 45% 32% 23%
Daniels case?
Should he face charges over his 45% 34% 21%
handling of classified material?
Should he face charges over the 49% 35% 16%

January 6 attack on Congress?

Source: Ipsos poll, 31 March-1 April 2023.

There is a significant probability that if there are further indictments against Trump, the
Republican electorate could become concerned that he may be a weak general election
candidate. This could lead Republican voters to make a pragmatic decision to support a Trump-
like candidate, such as Florida Governor Ron DeSantis, whose image is not tarnished by
scandals.

Do you see this weighing on the US debt ceiling?

We are likely to see a very contentious and divisive debate over the lifting of the US debt ceiling.
The Trump indictment will not help the already tense relations between Democrats and
Republicans in Congress but should not be a decisive factor in the eventual lifting of
the debt ceiling. Market volatility and the negative fallout from a potential default, where
Republicans could be blamed, should lead to a last-minute agreement to raise the debt ceiling.

Do you see any increase in the political risk premium for US assets?

Markets have begun to price in the prospect of spending cuts which could imply a
degree of rising expectations for a debt ceiling deal. We also have to consider the difficulty
President Biden will have running for re-election during a potential US recession (which is now
our central scenario for the second half of 2023). This is likely to negatively impact Biden's
chances for re-election. And should Trump be the candidate of choice, could further increase
political risk in the US moving ahead.

For the time being, the US 10-year yield has been falling as the market prices in some concerns
over a recession and a Federal Reserve that may be close to the end of its tightening cycle.
For the moment, this suggests little political risk premium in yields.

Figure 1: US Treasury 10y yields pricing in a weak economic environment lately

4.5% 1
4.0% 1 \
3.5% A
3.0% Ao
2.5% A

2.0% Ao

1.5% T T

LGNS LA A R S AN A LN G A G S A
SRS RSN

X @ NGRS S & &
N () @'b ?Q @’b 5\\) N v\) %Q)Q @) eO 0@
Source: Amundi Institute, Bloomberg, as on 5 April 2023.
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AMUNDI INSTITUTE

In an increasingly complex and changing world, investors have expressed a critical need to understand better their
environment and the evolution of investment practices in order to define their asset allocation and help construct their
portfolios. Situated at the heart of the global investment process, the Amundi Institute's objective is to provide thought
leadership, strengthen the advice, training and daily dialogue on these subjects across all assets for all its clients —
distributors, institutions and corporates. The Amundi Institute brings together Amundi’s research, market strategy,
investment insights and asset allocation advisory activities. Its aim is to project the views and investment
recommendations of Amundi

Discover Amundi Institute

Definitions

L] Duration: A measure of the sensitivity of the price (the value of principal) of a fixed income investment to a change in interest rates,
expressed as a number of years.

Important information

This document is solely for informational purposes. This document does not constitute an offer to sell, a solicitation of an offer to buy, or a
recommendation of any security or any other product or service. Any securities, products, or services referenced may not be registered for sale
with the relevant authority in your jurisdiction and may not be regulated or supervised by any governmental or similar authority in your jurisdiction.
Any information contained in this document may only be used for your internal use, may not be reproduced or redisseminated in any form and may
not be used as a basis for or a component of any financial instruments or products or indices. Furthermore, nothing in this document is intended
to provide tax, legal, or investment advice. Unless otherwise stated, all information contained in this document is from Amundi Asset Management
S.A.S. and is as of 6 April 2023. Diversification does not guarantee a profit or protect against a loss. This document is provided on an “as is” basis
and the user of this information assumes the entire risk of any use made of this information. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The views expressed regarding market and economic trends
are those of the author and not necessarily Amundi Asset Management S.A.S. and are subject to change at any time based on market and other
conditions, and there can be no assurance that countries, markets or sectors will perform as expected. These views should not be relied upon as
investment advice, a security recommendation, or as an indication of trading for any Amundi product. Investment involves risks, including market,
political, liquidity and currency risks. Furthermore, in no event shall Amundi have any liability for any direct, indirect, special, incidental, punitive,
consequential (including, without limitation, lost profits) or any other damages due to its use.

Date of first use: 6 April 2023.

Document issued by Amundi Asset Management, “société par actions simplifiée”- SAS with a capital of €1,143,615,555 - Portfolio manager
regulated by the AMF under number GP04000036 — Head office: 91-93 boulevard Pasteur — 75015 Paris — France — 437 574 452 RCS Paris —
www.amundi.com.
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