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‘Trumponomics’ to
bring rising
protectionism and
Isolationism

* ‘America First’ policy to bring tariffs and higher tensions

* US to renegotiate treaties ranging from NAFTA to NATO

* Fiscal stimulus for infrastructure and tax cuts but scope uncertain

The new era of ‘Trumponomics’ will see a rise in protectionism and isolationism,
leading to souring trade relations that do not bode well for growth, says Chief
Economist Léon Cornelissen.

Newly inaugurated President Donald Trump will usher in a new era of looking to fiscal rather
than monetary policy to stimulate the United States economy — a model that ironically may
strengthen monetary policy as the central bank subsequently raises rates, he says.
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“In his inauguration speech, Trump dashed any hopes on a softening of his protectionist Tru m p WI II USher

stance showed during his campaign,” Cornelissen says. “The guiding principles will be

" /
‘America First’ and ‘buy American, hire American’, raising uncomfortable echoes of the In a, neW era

1930s.”




China the whipping boy

“The US will pull out of the Trans-Pacific Partnership, negotiated under the former Obama
administration with eleven Pacific Rim economies, including Japan but excluding China. And
the governments of Canada and Mexico will be notified almost immediately that the new
administration intends to renegotiate the North American Free Trade Agreement (NAFTA)
and withdraw from it unless the US gets a ‘satisfactory’ deal, implying ‘a fair deal’ to

American workers.”

“China has been a frequent target of the president’s rhetoric: it has been threatened with
45% tariffs on its exports. It has also been accused of manipulating its currency to the
detriment of US interests. Ironically, in the recent past, China has tried to dampen the
weakening of the yuan vis-a-vis the US dollar by massive currency interventions, in line with

US interests.”

“Europe has not been free from pressure either. In an interview with German newspaper
Bild, Trump threatened to impose a 35% tariff — he called it a ‘tax’ — on every car that BMW
exports to the US. It is clear that souring trade relations do not bode well for world economic
growth, and could easily damage US growth prospects as well. It will also push up inflation,
an inflation of the wrong type.”

Expansive fiscal policy
Cornelissen says a potential positive, albeit with consequences for US national debt, would
be Trump’s plans to use fiscal rather than monetary policy to stimulate the economy and

create jobs —a tactic which Robeco highlighted as ‘Time for Plan B in its recent 2017 outlook.

“Fiscal policy will expand; firstly, individual and corporate tax rates will be lowered,”
Cornelissen says. “Apart from that, Trump wants to implement vast public works to repair
and rebuild US infrastructure. Also, he wishes to rebuild the American military, especially
strengthening the size of the Air Force and Navy to assure the US's unquestionable military

dominance.”

“On the other hand, Social Security and Medicare benefits should be preserved. It is clear
that a complete implementation of this agenda will lead to huge budget deficits, which

would be unpopular with the substantial group of fiscal hawks within the Republican Party.”

“It remains to be seen how substantial the fiscal push will be in the end. For infrastructure,
proposals are floating to implement this primarily via tax credits and public/private
partnerships, in which case it is doubtful if this will amount to anything substantial in
macroeconomic terms. Fiscal hawks are also calling for budgetary neutral changes in

taxation.”
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“In the end it all depends on Trump's cooperation with the US Congress, especially with the
Senate, in which the Republicans have a small majority of two, and are far from the 60-40

“filibuster-proof” majority that would allow them to essentially force through legislation.”

Tighter monetary policy

Regarding monetary policy, the Federal Reserve is likely to raise rates in 2017 — Robeco
predicts three quarter-point rises, taking the minimum lending rate to 1.5% for the first time
since the financial crisis. And that would further strengthen an already sky-high dollar,
creating new economic problems for the US.

"With the US expansion already in its eighth year, and a continuing improving labor market
leading to almost full employment, any additional fiscal push will lead to higher inflation

and push the US central bank to higher interest rates,” Cornelissen says.

“The US dollar will strengthen and the US current account deficit will worsen. This last factor
could easily stir up calls for more protectionist measures. During his campaign, Trump was
highly critical of the Fed, which in his view was conducting overly loose monetary policy. It
remains to be seen if his attitude changes when monetary policy starts to bite.”

Deregulation targets

Meanwhile, Trump’s campaign promised ambitious plans to unravel President Obama’s
signature Affordable Care Act, along with a raft of regulations affecting Wall Street and the
energy industry. “A high priority of the new administration is unraveling Obamacare; the
Dodd-Frank Act on financial reform could also be a casualty,” he says. “The US will also
abandon its commitments under the Paris agreement on climate change, and roll back

Obama’s Clean Power Plan.”

“Further afield, Trump has been sowing doubts about his commitment to NATO. His
questioning of the US’s ‘One China’ policy regarding Taiwan is seen by some as an opening

move in a negotiating process that would end with a US withdrawal from the West Pacific.”

“This isolationistic stance could easily lead to higher geopolitical tensions, as China and
Russia will see it as an invitation to flex their muscles. A scrapping of sanctions relief under
the Iran nuclear deal could also strain relations with European allies and raise geopolitical

tensions in the Middle East. We're in for a bumpy ride.”
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Important Information

Robeco Institutional Asset Management B.V., hereafter Robeco, has a license as manager of UCITS and AlFs from the Netherlands Authority for the Financial Markets in Amsterdam. Without further explanation this presentation cannot
be considered complete. It is intended to provide the professional investor with general information on Robeco’s specific capabilities, but does not constitute a recommendation or an advice to buy or sell certain securities or investment
products. All rights relating to the information in this presentation are and will remain the property of Robeco. No part of this presentation may be reproduced, saved in an automated data file or published in any form or by any means,
either electronically, mechanically, by photocopy, recording or in any other way, without Robeco's prior written permission. The information contained in this publication is not intended for users from other countries, such as US citizens
and residents, where the offering of foreign financial services is not permitted, or where Robeco's services are not available

Additional Information for investors with residence or seat in France
RIAM is a Dutch asset management company approved by the AFM (Netherlands financial markets authority), having the freedom to provide services in France. Robeco France has been approved by the French prudential control and
resolution authority (formerly ACP, now the ACPR) as an investment firm since 28 September 2012.

Additional Information for investors with residence or seat in Germany
This information is solely intended for professional investors or eligible counterparties in the meaning of the German Securities Trading Act.

Additional Information for investors with residence or seat in Italy

This document is considered for use solely by qualified investors and private professional clients (as defined in Article 26 (1) (d) of Consob Regulation No. 16190). If made available to Distributors and individuals authorized by Distributors
to conduct promotion and marketing activity, it may only be used for the purpose for which it was conceived. Therefore, the information set forth herein is not addressed and must not be made available, in whole or in part, to other
parties, such as retail clients. Robeco disclaims all liability arising from uses other than those specified herein. Al rights relating to the information in this presentation are and will remain the property of Robeco.

Additional Information for investors with residence or seat in Spain
The Spanish branch Robeco Institutional Asset Management BV, Sucursal en Espafia, having its registered office at Paseo de la Castellana 42, 28046 Madrid, is registered with the Spanish Authority for the Financial Markets (CNMV) in
Spain under registry number 24.

Additional Information for investors with residence or seat in Switzerland

RobecoSAM AG has been authorized by the FINMA as Swiss representative of the Fund, and UBS AG as paying agent. The prospectus, the articles, the annual and semi-annual reports of the Fund, as well as the list of the purchases and
sales which the Fund has undertaken during the financial year, may be obtained, on simple request and free of charge, at the head office of the Swiss representative RobecoSAM AG, Josefstrasse 218, CH-8005 Zurich. If the currency in
which the past performance is displayed differs from the currency of the country in which you reside, then you should be aware that due to exchange rate fluctuations the performance shown may increase or decrease if converted into
your local currency. The value of the investments may fluctuate. Past performance is no guarantee of future results. The prices used for the performance figures of the Luxembourg-based funds are the end-of-month transaction prices net
of fees up to 4 August 2010. From 4 August 2010, the transaction prices net of fees will be those of the first business day of the month. Return figures versus the benchmark show the investment management result before management
and/or performance fees; the fund returns are with dividends reinvested and based on net asset values with prices and exchange rates of the valuation moment of the benchmark. Please refer to the prospectus of the funds for further
details. The prospectus is available at the company’s offices or via the www.robeco.ch website. Performance is quoted net of investment management fees. The ongoing charges mentioned in this publication is the one stated in the
fund's latest annual report at closing date of the last calendar year.

Additional Information for investors with residence or seat in the United Kingdom
This statement is intended for professional investors only. Robeco Institutional Asset Management B.V. has a license as manager of UCITS and AlFs from the Netherlands Authority for the Financial Markets in Amsterdam and is subject to
limited regulation in the UK by the Financial Conduct Authority. Details about the extent of our regulation by the Financial Conduct Authority are available from us on request.

Additional Information for investors with residence or seat in Hong Kong
This document has been distributed by Robeco Hong Kong Limited (‘Robeco’). Robeco is licensed and regulated by the Securities and Futures Commission in Hong Kong. The contents of this document have not been reviewed by any
regulatory authority in Hong Kong. If you are in any doubt about any of the contents of this document, you should obtain independent professional advice.

Additional Information for investors with residence or seat in Singapore

This document has not been registered with the MAS. Accordingly, this document may not be circulated or distributed directly or indirectly to persons in Singapore other than (i) to an institutional investor under Section 304 of the SFA, (ii)
to a relevant person pursuant to Section 305(1), or any person pursuant to Section 305(2), and in accordance with the conditions specified in Section 305, of the SFA, or (iii) otherwise pursuant to, and in accordance with the conditions
of, any other applicable provision of the SFA.

This information is for informational purposes only and should not be construed as an offer to sell or an invitation to buy any securities or products, nor as investment advice or recommendation. The contents of this document have not
been reviewed by the Monetary Authority of Singapore (“MAS").

Robeco Singapore Private Limited holds a capital markets services licence for fund management issued by the MAS and is subject to certain clientele restrictions under such licence. An investment will involve a high degree of risk, and you
should consider carefully whether an investment is suitable for you.

Additional Information for investors with residence or seat in Australia

This document is distributed in Australia by Robeco Hong Kong Limited (ARBN 156 512 659) {'Robeco’) which is exempt from the requirement to hold an Australian financial services licence under the Corporations Act 2001 (Cth) pursuant
to ASIC Class Order 03/1103. Robeco is regulated by the Securities and Futures Commission under the laws of Hong Kong and those laws may differ from Australian laws. This document is distributed only to wholesale clients as that term
is defined under the Corporations Act 2001 (Cth). This document is not for distribution or dissemination, directly or indirectly, to any other class of persons. It is being supplied to you solely for your information and may not be reproduced,
forwarded to any other person or published, in whole or in part, for any purpose.

Additional Information for investors with residence or seat in the Dubai International Financial Centre (DIFC), United Arab Emirates:
Robeco Institutional Asset Management B.V. (Dubai Office), Office 209, Level 2, Gate Village Building 7, Dubai International Financial Centre, Dubai, PO Box 482060, UAE. Robeco Institutional Asset Management B.V. (Dubai office) is
regulated by the Dubai Financial Services Authority (“DFSA”) and only deals with Professional Clients and does not deal with Retail Clients as defined by the DFSA.
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