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Global Conflict Tracker

Mexico, Criminal Violence //Q

Impact on the U.S.: Significant
Conflict Status: Unchanging

Haiti, Instability

Impact on the U.S.: Significant
Conflict Status: Worsening
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War in Ukraine

Impact on the U.S.: Critical
Conflict Status: Worsening

Conflict Between Turkey and Armed Kurdish Groups

Impact on the U.S.: Limited
Conflict Status: Unchanging

Conflict between India and Pakistan

Impact on the U.S.: Significant
Conflict Status: Unchanging

Q\ Taiwan, Confrontation

Impact on the U.S.: Critical
Conflict Status: Worsening

Israel, Conflict

Impact on the U.S.: Significant
Conflict Status: Worsening
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Managing Political Risks

5 steps to effectively integrate political risk analysis into enterprise risk management frameworks:

1. Define risk appetite and tolerance

A well-defined risk appetite will provide organizations with insights on the risk exposures that they are willing to take to achieve their strategic
objectives. Leaders must ask themselves fundamental questions about their organization's willingness to accept political risk.

2. Consider risk interconnectivity

The latest Marsh-World Economic Forum Global Risks Report used the term ‘polycrisis’ to describe the state of today’s risk environment, which
highlights the extent to which risks have become interconnected, and how the overall impact of such risks may exceed the sum of each part.

3. Perform a risk sensitivity analysis to evaluate and quantify political risk exposure

By modelling different scenarios and assessing their potential impact, companies can better understand the risks associated with operating in a
particular environment and develop strategies to manage those risks.

4. Choosing the right strategy to manage your political risk

By comparing the result of your sensitivity analysis, risk appetite and tolerance, as well as risk interconnectivity, organizations can make
informed decisions about how best to manage and mitigate political risk and protect long-term business sustainability.

5. Monitoring political risk trends as part of your BAU (business-as-usual)

It is important to note that political risk management should be integrated into your broader ERM framework, which includes political risk
analysis that identifies and assesses what risks could impact the organization's objectives, as well as the extent of the impacts.




Data & Analytics Example - Marsh World Risk Review
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Data & Analytics World Risk Review

Country Risk Ratings — Key Countries
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Country Risk Premium

Basics

Country Risk Premium (CRP): the
additional returns a project (or loan)
must generate to cover the risks arising
from its operating environment.

Country Risk Premium

Target Investment Return
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1503 Country Average country CRP EGY Egypt 2.32%
AFG Afghanistan 19.83% SLV El Salvador 222%
ALB Albania 1.52% GHC Equatorial Guinea 4.74%
D24 Algeria 3.77% EST Estonia 0.75%
AGO Angola 1.89% | [ swz Eswatini 1.61%
ARG Argentina 3.55% ETH Ethiopia 3.60%
ARM Armenia 1.71% FIN Finland 0.69%
AUS Australia 0.95% FRA France 1.24%
AUT Austria 0.74% GAB Gabaon 221%
AFE Azerbaijan 1.52%, GED Georgia 1.47%
BHR Bahrain 1.61% DEU Germany 0.84%
BGD Bangladesh 361% | | GHA Ghana 179%
BLR Belarus 313% GRC Greece 1.32%
BEL Belgium 0.85% [ | GTM Guatemala 3.41%
BTN Bhutan 1.54% GIN Guinea 2.25%
BOL Bolivia 31T% HMD Honduras 2 84%
BIH Bosniaand Herzegovina 1.50% HKG Hong Kong SAR 0.64%
BWA Botswana 0.94% HUM Hungary 0.88%
BRA Brazil 1.58% ISL Iceland 061%
BGR Bulgaria 1.29% IND India 7 29%
BFA Burkina Faso 2 75% IDM Indonesia 2 50%
BDI Burundi 3.R5% IRN Iran 5 04%
KHM Cambodia 155% | [ IRQ Iraq 12.59%
CMR Cameroon 2 11% IRL Ireland 0.81%
CAN Canada 0.83% ISR Israel 1.42%
CHL Chile 144% | | [TA Ttaly 134%
CHN China (mainland) 205% | [ JPN Japan 1.69%
CoL Colombia 2 50 JOR Jordan 1.56%
oG Congo, Republicofthe 3.50% | | KAZ Kazakhstan 1.77%
Congo, the Democratic KEM Kenya 241%
coD Republic of the 10.53% KOR Korea, South 1.17%
CRI CostaRica 1.60% XX KDED?I‘J 1.39%
CIV Cotedvorre 148% | VT Kuwait 2.22%
HRY Croatia 0.96% KGZ Kyrgyzstan 5.66%
CUB Cuba 2 8% | |0 Laos 1.70%
CYP Cyprus 0.02% LWl Latvia 0.90%
C7ZE Tzechia D.80% LBMN Lebanon 14.46%
DNK Denmark 059% | =22 Lesatho 1.97%
DOM Dominican Repubic 163% | [0 Hberia 2%
ECU Ecuador 3.36% i
Example only - Source IHS Markit - November 2021 Scores
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Political Risk Insurance

Brief Overview

Broad protection for specifically named
political risks — can be highly customized

Can Be Multi-Year (2 to 15 years)
v Non-Cancellable Coverage

Protection for international assets or
contracts with governmental entities and

typically used in emerging markets

Private insurance market of 60+/- insurers,

and Public insurers MIGA, DFC, etc.

Private market has up to $3 billion of
capacity for each investment

Primary users are Manufacturing,
Investors, Energy & Power, Chemicals,
Mining, and Foods/Beverage



Political Risk and Credit Insurance

Insurable Perils
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Key overall findings

Political Risk
Insurance (PRI)
protects against
potential cash flow
losses

((3)

PRI can compensate
companies for a
significant percentage
of potential cash flow
losses associated with
key areas of country
risk

PRI reduces the Reduction in CRP
effective Country can be quantified
Risk Premium

(CRP)

Cost of PRI offset
by potential
protection from
country risk
losses

Quantifying CRP
reduction from PRI
improves the
iInvestment case

OO ()

PRI cover will IHS Markit models
indemnify companies guantify the expected
against a proportion of cash flow losses
potential losses, associated with all
justifying a reduction in sources of country risk
CRP incorporated in and can therefore

the discount rate qualify a reduction in
representing investors’ CRP and capture any
required rate of return associated

improvement in the
credit rating

Annual premium
payments for PRI do
negatively affect the
project’s future cash
flows, although the
impact on expected
NPV is offset by cover
provided and the
balance can be
positive if premium
payments are tax
deductible

Historically PRI users
considered the negative
cash flow “expense”
without reflecting positive
impacts of PRI in
reducing the CRP and
therefore raising the
project’s valuation (NPV)
and returns (IRR) -
ignoring the benefits of a
de-risked project

PRI does more for a company than cover insured losses, as a lower CRP results in investment finance on more
favorable terms, higher asset valuation, increased rate of return for the project, and other benefits
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Results of three case studies

I S I A S
_ Ghana Indonesia Brazil Ghana Indonesia Brazil Ghana Indonesia Brazil

6.30% 1.84% 2.91% 2.23% 1.05% 1.41% -4.07% -0.79% -1.50%
B3 Baa2 Ba2 Baa2 A3 A3 7 2 5
B- BBB BB BBB A- A- 7 2 5
-89.2 83.4 25.5 80.0 113.9 101.5 169.2 30.4 75.9
2.44% 7.44% 6.05% 7.02% 8.34% 7.84% 4.58% 0.89% 1.80%

In all three cases, the Country Risk Premium
and sovereign rating equivalent were
significantly improved by the application of
PRI, resulting in an improvement in IRR
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2024 - Year of Elections




@ Marsh

S&P

“The S&P Global information referenced herein (the " Information") are the copyrighted property of S&P Global, Inc. (“S&P Global ”) and represent data, research, opinions or viewpoints published by S&P Global,

and are not representations of fact and speaks of the date of original publication thereof (and not the date of this document). S&P Global conducted this analysis and prepared the Information utilizing reasonable skill
and care in applying methods of analysis consistent with normal industry practice. Forecasts are inherently uncertain because of events or combinations of events that cannot reasonably be foreseen including the
actions of government, individuals, third parties and competitors. The information and opinions expressed in the Information are subject to change without notice and S&P Global has no duty or responsibility to update
the Materials. Moreover, while the Information reproduced herein are from sources considered reliable, the accuracy and complete ness thereof are not warranted, nor are the opinions and analyses which are based
upon it. To the extent permitted by law, S&P Global shall not be liable for any errors or omissions, or any loss, damage or expense incurred by reliance on the Information, or any statement contained therein, or
resulting from any omission. NO IMPLIED WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE SHALL APPLY. The Information were prepared for the sole benefit of Marsh USA Inc.
and its subsidiaries and affiliates (“Marsh”) for Marsh’s business use. No portion of the Information may be reproduced, reused, or otherwise distributed in any form without the prior written consent of S&P Global.

The Information are not to be construed as legal or financial advice, shall not be used for the purpose of seeking financing by recipients of the Information, are supplied without obligation and on the understanding that
any person who acts upon the Information or otherwise changes his/her position in reliance thereon does so entirely at his/her own risk. Recipient acknowledge the use of the Information is not permitted for purposes of
any public or private security or debt issue documentation or other offering document.”

Marsh

Marsh Specialty is a trade name of Marsh LLC. This document and any recommendations, analysis, or advice provided by Marsh (collectively, the “Marsh Analysis”) are not intended to be taken as advice regarding
any individual situation and should not be relied upon as such. The information contained herein is based on sources we believe reliable, but we make no representation or warranty as to its accuracy. Marsh shall have
no obligation to update the Marsh Analysis and shall have no liability to you or any other party arising out of this publication or any matter contained herein. Any statements concerning actuarial, tax, accounting, or

legal matters are based solely on our experience as insurance brokers and risk consultants and are not to be relied upon as actuarial, tax, accounting, or legal advice, for which you should consult your own

professional advisors. Any modeling, analytics, or projections are subject to inherent uncertainty, and the Marsh Analysis could be materially affected if any underlying assumptions, conditions, information, or factors are
inaccurate or incomplete or should change. Marsh makes no representation or warranty concerning the application of policy wording or the financial condition or solvency of insurers or reinsurers. Marsh makes no
assurances regarding the availability, cost, or terms of insurance coverage. Although Marsh may provide advice and recommendations, all decisions regarding the amount, type or terms of coverage are the ultimate
responsibility of the insurance purchaser, who must decide on the specific coverage that is appropriate to its particular circumstances and financial position.

Copyright © 2021 Marsh LLC. All rights reserved. 282007

A business of Marsh McLennan Copyright © 2024 Marsh USA LLC. All rights reserved.
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Disclaimers

IRS Circular 230 Disclaimer - To ensure compliance with IRS Circular 230, any U.S. federal tax advice provided in this material is not intended or written to be used, and it cannot be used
by the recipient or any other taxpayer (i) for the purpose of avoiding tax penalties that may be imposed on the recipient or any other taxpayer, or (ii) in promoting, marketing or
recommending to another party a partnership or other entity, investment plan, arrangement or other transaction addressed herein. For more information, please visit www.irs.gov.

Foreign Exchange Trading Risks - Trading foreign exchanges involves a leveraged product with a high level of risk and may not be suitable for all investors. This high degree of leverage
can work for or against you and you could lose more than your initial capital investment. You should ensure that you understand all of the risks and that you are willing to accept them
before investing in the foreign exchange markets. By undertaking these types of high risk trades you acknowledge that you are trading with your available risk capital and any losses you
may incur will not adversely affect your lifestyle. No guarantee is given that this communication or any services provided by Bannockburn Global Forex, a Division of First Financial Bank,
will result in profits. Before deciding to invest in foreign exchange you should carefully consider your investment objectives, level of experience and risk appetite. The risk of loss in trading
foreign exchange can be substantial. You should therefore carefully consider whether such trading is suitable for you in light of your financial condition. None of the information in this
material is intended to provide investment or foreign currency exchange advice or trade recommendations. No representation is being made that any account will or is likely to achieve
profits or losses similar to those discussed in this material.

HYPOTHETICAL OR SIMULATED PERFORMANCE RESULTS HAVE CERTAIN LIMITATIONS. UNLIKE AN ACTUAL PERFORMANCE RECORD, SIMULATED RESULTS DO NOT
REPRESENT ACTUAL TRADING. ALSO, SINCE THE TRADES HAVE NOT BEEN EXECUTED, THE RESULTS MAY HAVE UNDER-OR-OVER COMPENSATED FOR THE IMPACT, IF
ANY, OF CERTAIN MARKET FACTORS, SUCH AS LACK OF LIQUIDITY. SIMULATED TRADING PROGRAMS IN GENERAL ARE ALSO SUBJECT TO THE FACT THAT THEY ARE
DESIGNED WITH THE BENEFIT OF HINDSIGHT. NO REPRESENTATION IS BEING MADE THAN ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFIT OR LOSSES SIMILAR
TO THOSE SHOWN.

General Investment Risks - The information and content provided in this material are general in nature and are for informational purposes only. Such information and content are provided
as a convenience to you, and Bannockburn Global Forex, a Division of First Financial Bank, makes no warranties, and bears no liability for, your use of the information and content.
Bannockburn Global Forex does not endorse, and is not responsible for, the information, content, links, privacy policy, or security policy of any third-party references provided. This material
should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. Bannockburn Global Forex
is not soliciting any action based on this material. It is for the general information of our current and prospective clients. It does not constitute a recommendation or take into account the
particular investment objectives, financial conditions, or needs of individual clients. Before acting on this material, you should consider whether it is suitable for your particular
circumstances and, if necessary, seek professional advice. The price and value of the investments referred to in this material and the income from them may go down as well as up, and
investors may realize losses on any investments. Past performance is not a guide to future performance. Future returns are not guaranteed, and a loss of original capital may occur.
Certain transactions - including those involving futures, options, equity swaps, and other derivatives as well as non-investment-grade securities - give rise to substantial risk and may not be
available to or suitable for all investors. The material is based on information that Bannockburn Global Forex considers reliable, but Bannockburn Global Forex does not represent that it is
accurate, complete and/or up to date, and it should not be relied on as such.

Disclaimer of Legal, Tax, Financial Advice - The information and content made available to you are not intended, and should not be construed as legal, tax, or investment advice, or a legal
opinion. You should contact your legal, tax, and/or financial advisors to help answer questions about your and your business’ specific situation or needs prior to taking any action based
upon the information and content.

Disclaimer of Pricing and Market Data - Any pricing and market data provided in this material is for informational purposes only, and should not be relied upon for trading purposes.
Historical and current price performance data is not necessarily indicative of future performance. Neither Bannockburn Global Forex or any third party that provides such data nor their data
or content providers guarantee the sequence, accuracy, or completeness of any price information or other data displayed, nor shall any such party be liable in any way to the reader or to
any other person, firm or corporation whatsoever for any delays, inaccuracies, errors in, or omission of any such information or data or the transmission thereof, or for any actions taken in
reliance thereon or for any damages howsoever arising there from or occasioned thereby or by reason of nonperformance or interruption, or termination, of the stock price information for
any cause whatsoever. You should also not rely on the pricing and market data provided on our website for investment purposes.
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