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The U.S.-China Trade Tensions Escalate

On August 6th 2019, China ordered its state-owned enterprises to suspend all agricultural imports from the U.S., in response to the
recently announced 10% tariffs on the remaining $300 billion worth of Chinese goods by the U.S starting in September Private
buyers in China have followed suit, citing uncertainties in the U.S.-China trade talks.?

Costly Setbacks for the Soybean Sector

Soybeans are the largest single commodity in U.S. agricultural exports to China. In 2017, prior to the imposition of last year’s
tariffs, soybeans accounted for 82% of U.S. bulk agricultural commodity exports to Chlna and 57% of all U.S. soybean exports
globally During the same year, China relied on the U.S. for 34% of its soybean imports.* The recent restriction is not likely to have
a 31gn1ﬁcant impact on U.S. soybean inventories in the remainder of 2019, as Chlnese buyers ordered 8.4 million MT of U.S.
soybeans in the first half of 2019, close to the pre- -trade-war level in 2017 (Chart 1).” Nevertheless, the trade disputes cost U.S.
soybean farmers $9.1 billion in financial setbacks in 2018, who saw exports to China fall to $3.1 billion (8.2 million MT) from $12.2
billion (31.7 million MT) in 2017.

2019 U.S. Soybean Exports to China on par with Pre-Trade-War Level
Chart1. Volume of U.S. soybean exports to China
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In addition to financial losses, U.S. soybean farmers face heightened risk of losing a greater share of the Chinese market to
competitors. In 2018, China was able to fill the gap left by the U.S. by increasing imports from Brazil. In the second half of 2018,
China ratcheted up Brazﬂlan soybean imports by 11 million MT from the same perlod in 2017, partially offsetting reduced imports
from the U.S.® Moreover, China’s appetite for soybeans is expected to take a dip in the next 18 months, as the country is currently
struggling with an African swine fever epidemic which could substantially reduce its pig herd by 2019 year-end.’
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Facing challenging competition from Brazil and shrinking demand in China, U.S. soybean producers will continue to divert volumes
to the EU and other African and Asian countries. Increasing U.S. crush capacity will also absorb some of the lost China export
volume, cushioning the market. In addition, U.S. soybean production is expected to decline by 15% in 2019-2020, driven by a 10%
reduction in planted acreage and a 6% lower yield outlook.® In the short term, the additional downward pressure on soybean prices
should be limited.

More Challenges for Fruits and Tree Nuts

The U.S. continues to lose market share in the growing export market in China for fruits and nuts to competitors in Central Asia,
Canada and Australia. Fresh sweet cherries are one of the fastest growing fruit exports to China, exported to China in Q2 and Q3
each year, following the harvest months. In 2018, exports during this two-quarter marketing season decreased by over 38% to 44
million pounds, down from 71 million pounds in 2017. Going into the peak marketing season this year, China was attempting to
shift purchases to Central Asian countries.” A complete halt on buying U.S. cherries by China would result in millions of pounds of
U.S. sweet cherries needing alternative markets.

After the trade tension heightened in June 2018, almond exports from the U.S. to mainland China and Hong Kong declined
significantly. Shelled almond exports volume during the second half of 2018 was 17 million pounds lower than it was in the second
half of 2017.'° Meanwhile, Australia exported 14 million pounds more almonds to China, absorbing most of the market shares left
by the U.S."" This adds pressure to U.S. tree nut growers, which are exacerbated by multiple tariffs on U.S. tree nut exports imposed
by other trading partners including India and Turkey.

International trade is an integral part of the agricultural industry in the U.S. and the U.S. agriculture sector has been
disproportionally affected in the recent trade disputes between the U.S. and China. We will continue to monitor the trade
negotiations between the two largest economies in the world and assess further impacts to future policy developments.
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"international Trade Centre Trademap, August 2019, https://www.trademap.org/Index.aspx

Natural Resource Flash Report August 2019 2



Disclosures

Investing involves risks, including the potential loss of principal. Financial markets are volatile and can fluctuate significantly in response to company, industry, political,
regulatory, market, or economic developments. These risks are magnified for investments made in emerging markets. Currency risk is the risk that fluctuations in exchange
rates may adversely affect the value of a portfolio’s investments.

The information provided does not take into account the suitability, investment objectives, financial situation, or particular needs of any specific person. You should consider
the suitability of any type of investment for your circumstances and, if necessary, seek professional advice.

This material, intended for the exclusive use by the recipients who are allowable to receive this document under the applicable laws and regulations of the relevant
jurisdictions, was produced by, and the opinions expressed are those of, Manulife Investment Management as of the date of this publication, and are subject to change
based on market and other conditions. The information and/or analysis contained in this material have been compiled or arrived at from sources believed to be reliable, but
Manulife Investment Management does not make any representation as to their accuracy, correctness, usefulness, or completeness and does not accept liability for any loss
arising from the use of the information and/or analysis contained. The information in this material may contain projections or other forward-looking statements regarding
future events, targets, management discipline, or other expectations, and is only as current as of the date indicated. The information in this document, including statements
concerning financial market trends, are based on current market conditions, which will fluctuate and may be superseded by subsequent market events or for other reasons.
Manulife Investment Management disclaims any responsibility to update such information.

Neither Manulife Investment Management or its affiliates, nor any of their directors, officers or employees shall assume any liability or responsibility for any direct or indirect
loss or damage or any other consequence of any person acting or not acting in reliance on the information contained herein. All overviews and commentary are intended to
be general in nature and for current interest. While helpful, these overviews are no substitute for professional tax, investment or legal advice. Clients should seek
professional advice for their particular situation. Neither Manulife, Manulife Investment Management, nor any of their affiliates or representatives is providing tax, investment
or legal advice. Past performance does not guarantee future results. This material was prepared solely for informational purposes, does not constitute a recommendation,
professional advice, an offer or an invitation by or on behalf of Manulife Investment Management to any person to buy or sell any security or adopt any investment strategy,
and is no indication of trading intent in any fund or account managed by Manulife Investment Management. No investment strategy or risk management technique can
guarantee returns or eliminate risk in any market environment. Diversification or asset allocation does not guarantee a profit nor protect against loss in any market. Unless
otherwise specified, all data is sourced from Manulife Investment Management.
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Manulife Investment Management

Manulife Investment Management is the global wealth and asset management segment of Manulife Financial Corporation. We draw on more than 150 years of financial
stewardship to partner with clients across our institutional, retail, and retirement businesses globally. Our specialist approach to money management includes the highly
differentiated strategies of our fixed-income, specialized equity, multi-asset solutions, and private markets teams—along with access to specialized, unaffiliated asset
managers from around the world through our multimanager model.

These materials have not been reviewed by, are not registered with any securities or other regulatory authority, and may, where appropriate, be distributed by the following
Manulife entities in their respective jurisdictions. Additional information about Manulife Investment Management may be found at www.manulifeam.com.

Australia: Hancock Natural Resource Group Australasia Pty Limited, Manulife Asset Management (Hong Kong) Limited. Brazil: Hancock Asset Management
Brasil Ltda. Canada: Manulife Investment Management Limited, Manulife Investment Management Distributors Inc., Manulife Investment Management (North America)
Limited, Manulife Investment Management Private Markets (Canada) Corp. China: Manulife Overseas Investment Fund Management (Shanghai) Limited Company.
European Economic Area and United Kingdom: Manulife Investment Management (Europe) Ltd. which is authorised and regulated by the Financial Conduct Authority,
Manulife Investment Management (Ireland) Ltd. which is authorised and regulated by the Central Bank of Ireland Hong Kong: Manulife Asset Management (Hong Kong)
Limited. Indonesia: PT Manulife Aset Manajmen Indonesia. Japan: Manulife Asset Management (Japan) Limited. Malaysia: Manulife Asset Management Services Berhad.
Philippines: Manulife Asset Management and Trust Company. Singapore: Manulife Asset Management (Singapore) Pte. Ltd. (Company Registration No.
200709952G) Switzerland: Manulife IM (Switzerland) LLC. Taiwan: Manulife Investment Management (Taiwan) Co. Ltd. Thailand: Manulife Asset Management
(Thailand) Company Limited. United States: John Hancock Investment Management LLC, Manulife Investment Management (US) LLC, Hancock Capital Investment
Management, LLC and Hancock Natural Resource Group, Inc. Vietham: Manulife Investment Fund Management (Vietham) Company Limited.

Manulife, Stylized M Design, Manulife Investment Management, & Design are trademarks of The Manufacturers Life Insurance Company and are used by it, and by its
affiliates under license.
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