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Topic of the week: The Ukrainian crisis

The situation is totally dominated by geopolitical tensions around
Ukraine.

We summarize all the sanctions taken. They are massive. The
geopolitical developments of the last few hours are also very
impressive for their speed and scope.

“There are decades where nothing happens and weeks where decades
happen,” Lenin said.

In fact, on the economic front, the international community is pushing
Russiainto an unprecedented financial crisis. All this by assuming the
risk incurred by their savings.

Chart of the week
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It is perhaps important to remember that the last
half century has been one of the least deadly in
the world in terms of war. The trend since the end
of the Second World War has been clearly
downward.

War related deaths in the world

Since the Second World War, there have been

three peaks marked by war deaths: the Korean

War (early 1950s), the Vietnam War (around

1970) and the Iran-lraq and Afghanistan wars

(1980s). There has recently been an increase in

the number of combat deaths caused by the

1955 1965 1975 1985 1995 2005 2015 conflict in the Middle East, particularly in Syria,

Africa mAsa m Other Iraq and Afghanistan.

Sources : Ostrum & Our Wolrd in Data

The number of border conflicts has also been, for

half a century, very low in historical comparison.

Figure of the week

The current market capitalization (in Euros) of
Sberbank.
It was 100 billion less than 5 months ago, in October!

Source : Ostrum AM
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Topic of the week

The situation is totally dominated by
geopolitical tensions around Ukraine. We
summarize all the sanctions taken. They are
massive. The geopolitical developments of
the last few hours are also very impressive for
their speed and scope. “There are decades
where nothing happens and weeks where
decades happen,” Lenin said. In fact, on the
economic front, the international community
is pushing Russia into an unprecedented
financial crisis. All this by assuming the risk
incurred by their savings.

The escalation of tensions around Ukraine worsened on
Thursday, 24 February after Russian “special military
operations”, with the first round of economic and financial
sanctions from NATO allies. The purpose of these sanctions
is to weaken Russia economically and financially.

For those who attended our conference call on Friday, we
said that these sanctions were probably too timid. It is clear
that, at the end of the weekend, the balance sheet is
diametrically different indeed, with sanctions of very large
magnitude.

There are three types of sanctions: political, economic, but
private initiatives must also be added.

This is the most impressive part, with several taboos that
have fallen on European politics and unprecedented
geopolitical changes. All this in one weekend. Whatever the
outcome of this crisis, there will very clearly be a “before”
and a “after” Ukrainian crisis.

This device, replaces and expands since
its adoption on 29 April 2021, existing financial
instruments, namely the Athena mechanism and
the Peace Support Facility for Africa. Until now, this
program has been limited to humanitarian
assistance. For the first time, it will result in the
delivery of weapons. Europe is releasing 450
million euros to provide those weapons. A
fundamental change in European policy.

and spend 100 billion euros to modernize
its armaments. Here again this is a major change
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for German politics: Olaf Scholz announced this
decision in the Bundestag and received a lot of
applause.

the Czech Republic, Greece and even
Sweden, which is also a first. Sweden and Finland
are also considering joining NATO, putting an end
to their non-alignment policy.

, with the vast majority of
countries banning Russian planes from their
airspace.

The Europeans feared that too severe measures would lead
to more aggressive countermeasures by Russia. For
example, the shutdown of the supply of natural gas and oil,
which would severely penalize the functioning of their
economies. The European Union is heavily dependent on
Russia, which accounts for 30% of its natural gas imports.
Here too the weekend put an end to this delay.

. Data from the Central
Bank of Russia shows that these reserves have
increased from nearly $448 billion in early 2018 to
about $630 billion in early 2022, which corresponds
to a 41% growth (as if it were preparing for
sanctions). However, 130 billion is made up of gold,
which is therefore very difficult to obtain in the short
term. More than 300 billion of these reserves are
deposited in foreign banks, mainly Fed and ECB.
These are therefore Russia’'s external claims.
Cutting these reserves, that is, not honoring these
claims, is thus depriving Russia of one of its main
anti-sanction tools. This implies that the central
bank does not have “hard” currencies to support
the ruble. This also means that if the customers of
Russian commercial banks wish to withdraw their
hard currency deposits, banks will not be able to
return to the central bank. It's called a bank run.
And the whole Russian financial system can go
bankrupt.

the network of 11,000
financial institutions that allow banks to
communicate with each other. Some banks will
keep access in order to finance oil and gas exports,
in addition the alternative SPFS system developed
by Russia will allow to maintain some openness,
finally banks can still set up transactions without
SWIFT (with a good old-style fax for example). So
it doesn’t cut Russia completely, but it makes any
transaction considerably more cumbersome to
implement.

. The US treasury
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has released a list of names that will be penalized.
This measure is not innovative and has been used
repeatedly in the past. Here too the scale of the
measures envisaged is important and could lead to
internal pressure on Putin. Even Switzerland (yes,
even Switzerland!) will freeze Russian assets.

In fact, the international community is pushing Russia into
an unprecedented financial crisis. All this by assuming the
risk incurred by their own economies.

In the event of a geopolitical problem, sanctions are often
imposed exclusively by States or international organizations.
What is new about this crisis is that these measures are
complemented by private initiatives.

The best example is BP’s announcement to resell its 19.75%
stake in Rosneft. The announcement, in a very troubled
market, implies that BP will have to sell its shares at a very
low price. So the financial logic has been set aside. The
press release also states that “BP’s President and CEO,
Bernard Looney, resigns from the Rosneft Board of Directors
with immediate effect.”

Similarly, in the world of sport, measures are multiplying.
Even if it remains symbolic, Russia is increasingly isolated
there too.

China has entered the international arena to play its role as
a world superpower. China has sided with the Russians in
not condemning the attacks on Ukraine. However, its
support is limited. Chinese state banks have limited
financing to the purchase of Russian raw materials. Over the
weekend, a diplomatic attempt to negotiate seemed to
emerge between the Russians and the Ukrainians.

The first reaction is related to the ruble which was therefore
under pressure but also lost the support of the central bank.
The ruble has lost 28% of its value since Friday 18 February
and 31% since the beginning of the year. The rise in central
bank key interest rates from 9.5% to 20% did not reverse the
trend, even if it eased the fall.
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Russia: ruble and central bank rates
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The financial sanctions, but also the anticipation of a fall in
oil revenues contributed to raise a very strong fear on the
solvency of the Russian State. The CDS jumped to 917 bps
on Friday night, a much higher level than in 2014 during the
Crimean crisis. In addition, Russia’s rating was lowered from
BBB- to BB+ by S&P while Moody’s put the country in a
negative perspective (Baa3 rating retained).

Russia: 5 year CDS
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Oil exports, despite tensions on the international market, are
becoming increasingly problematic. An hint is provided by
the price of Ural oil, which has a discount of a few dollars on
Brent because of its quality, has declined unusually. Carriers
are afraid that their cargo will be refused by buyers and have
great difficulty financing and insuring their freight.

Price spread: Ural oil - Brent oil
(UsD)

o o kN

-12
2015 2016 2017 2018 2019 2020 2021 2022
Sources : Ostrum & Bloomberg

MyStratWeekly — 28/02/22 - 3



ASSET MANAGEMENT

The surge in Brent prices above $100 a barrel is one of the
highlights of this new Ukrainian crisis. Brent prices have
even reached $105 per barrel, a level unseen since 2014.
The Russian offensive in Ukraine comes at a time when
rising energy prices, linked to a supply imbalance in the post-
Covid-19 markets, threatens the economic recovery of
Westerners. Crude oil prices are expected to remain high
until OPEC decides to increase production.

OPEC is expected to increase its production by 400
thousand barrels a day, which remains well below the 11
million barrels/day of Russian production (3rd in the world).
Another option would be to lift the sanctions on Iran where
production could then increase from 2 million barrels/day to
4 in a few months.

In January, OPEC’s production gap from its 2015-2019
average is 2.79 million barrels a day, according to IAE data.
So far, the cartel has been able to resist Biden’s calls for
increased production. High crude oil prices allow heavily
indebted member countries to rebuild their budgetary and
external positions.

Brent, contrats futures
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On the other hand, Saudi Arabia does not see very favorably
the renegotiation of the Iranian nuclear agreement by the
American administration. It is therefore unlikely that OPEC’s
position will change at this level. Natural gas prices were
highly volatile over the week (+14%), reflecting political
developments around Ukraine.

The intensification of the conflict has also led to a sharp rise
in metal and food prices, due to fears of distortions in supply
chains. As a result, the price of Nickel reached a high of
$25,000 per ton for the first time since 2011.
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Bloomberg Base Metals Spot Price Commodity
Index (CMDIBASS Index)
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The Bloomberg Agricultural Commodities Index reached a
record high also, linked to the rise in wheat prices (+15%
over the week at the peak of tensions), which are also at the
highest level since 2008. Russia and Ukraine contribute 25%
of the world’s wheat production. This rise in prices comes at
a critical time for emerging countries as food prices are
already high, like the FAO food index that reached 2011
levels, a period characterized by the “Arab Spring”.

Fertilizer vs. food prices
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The rise in risk aversion caused a flight to quality last week,
which benefited government bonds at the expense of risky
assets. Major U.S. equity indices posted declines of around
10% from their January highs. However, panic quickly
subsided over the weekend with a view to possible
negotiations between Russia and Ukraine. However,
sanctions on US exports of technology components to
Russia continue to penalize the sector's values. After
reaching a high since February 2020, at 2.03%, the US 10-
year interest rate rose briefly to 1.85% during Thursday’s
session, before reaching 1.9% on the weekend. The US 2-
year inflation break-even reached an all-time high above 4%,
reflecting rising crude oil prices. European sovereign rates
have remained stable, particularly the spreads of so-called
“peripheral” countries compared to the Bund, which seem
more sensitive to ECB policy than to the geopolitical context.

The greenback has remained stable, as its ICE dollar index
remains on record since July 2020.0n the contrary, the
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RMB’s safe haven status is intensifying, the stability of the
USD/CNY parity throughout the week reaching even a low
since 2018. The strength of the Chinese currency is also
explained by the prospect that Russia would increase its
holdings in yuan for NATO financial sanctions. Note that the
correlation between the EUR/USD parity and Brent has
broken, reflecting the geopolitical risk premium on prices.

It is currently impossible to quantify, even vaguely, the
impact of this crisis. A few stylized facts can nevertheless be
useful.

On the one hand, the duration of the crisis, as usual, is
crucial. The invasion of Kuwait in August 1990 had
generated a sharp rise in oil prices and fears of recession.
The early resolution of the conflict had led to a stabilization,
the French GDP had even increased by almost 3% over the
year. The longer the Ukrainian conflict lasts, and the longer
the sanctions last, the deeper and longer the economic
impact will be.

Another point is that Europe is obviously more at risk than
the United States. Dependence on Russian oil and gas in
particular is a source of weakness.

Finally, the economic impact should be felt on two
dimensions: less growth and more inflation. With oil prices
stabilizing, the chart below shows the impact of energy on
household disposable income. The increase in crude oil
would take 3.0% from wage income at the beginning of the
year.

Euro Zone: effect of energy prices on households'
disposable income
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The final consequence is therefore in terms of monetary
policy. The evolution places the central banks in a very
uncomfortable position with both the need to fight inflation
and the need to support activity. Two antinomic objectives.

The market has chosen sides and believes that central
banks will be less aggressive. In the case of the ECB, the
chart below shows that expectations for rate hikes have
been significantly lowered. The same goes for the Fed, a
rate hike has been removed from this year’s expectations.

Expectations validated by recent declarations. For example,
Robert Holzmann the governor of the central bank of Austria,
a notable hawk, spoke of delays in the ECB’s lax policy exit.
If even he says so.... So in the short term, central banks
should be more cautious.

Increase in Euribor 3Mo expected by the market
(Dec-2022 future - spot)
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e Main market indicators

G4 Government Bonds 28-Feb-22 1wk (bp) 1m (bp) 2022 (bp)
EUR Bunds 2y -0.53% -8 +8 +9
EUR Bunds 10y 0.14% -7 +18 +31
EUR Bunds 2s10s 66.1bp +0 +10 §528)
USD Treasuries 2y 1.44% -2 +28 +71
USD Treasuries 10y 1.86% -7 +9 +35
USD Treasuries 2s10s 41.9bp -4 -18 -36
GBP Gilt 10y 1.41% +0 +17 +44
JPY JGB 10y 0.19% -2 +8 +1
€ Sovereign Spreads (10y) 28-Feb-22 1m (bp) 2022 (bp)
France 47.08bp -4 +6 +10
Italy 157.26bp -13 +29 +22
Spain 98.13bp -5 +25 +24
Inflation Break-evens (10y) 28-Feb-22 1wk (bp) 1m (bp) 2022 (bp)
EUR 10y Inflation Swap 2.3% +22 +20 +20
USD 10y Inflation Swap 2.84% +21 +12 +7
GBP 10y Inflation Swap 4.55% +11 +17 +37
EUR Credit Indices 28-Feb-22 1wk (bp) 1m (bp) 2022 (bp)
EUR Corporate Credit OAS 138bp +12 +35 +43
EUR Agencies OAS 59bp -3 +8 +10
EUR Securitized - Covered OAS 65bp 0 +15 +19
EUR Pan-European High Yield OAS 416bp +19 +71 +98
EUR/USD CDS Indices 5y 28-Feb-22 1wk (bp) 1m (bp) 2022 (bp)
iTraxx IG 71bp -1 +12 +23
iTraxx Crossover 344bp -5 +57 +101
CDXIG 67bp -2 +6 +17
CDX High Yield 360bp -11 +16 +67
Emerging Markets 28-Feb-22 1wk (bp) 1m (bp) 2022 (bp)
43100 +34 +40 +62
Currencies 28-Feb-22 1wk (%) 1m (%) 2022 (%)
EUR/USD $1.122 -0.822 -0.151 -1.3
GBP/USD $1.341 -1.397 -0.260 -0.9
USD/JPY JPY 115 -0.252 0.070 0.0
Commodity Futures 28-Feb-22 -1wk ($) -1m ($) 2022 (%)
Crude Brent $100.9 $5.5 $11.7 30.47
Gold $1 893.3 -$13.0 $96.1 3.50
Equity Market Indices 28-Feb-22 -1wk (%) -1m (%) 2022 (%)
S&P 500 4378 0.66 -3.05 -8.1
EuroStoxx 50 3924 -1.54 -6.00 -8.7
CAC 40 6 659 -1.91 -4.86 -6.9
Nikkei 225 26 527 -2.19 -2.04 -7.9
Shanghai Composite 3462 -0.81 3.00 -4.9
VIX - Implied Volatility Index 29.57 6.56 19.09 71.7

Source: Bloomberg, Ostrum AM
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Additional notes

Asset management company regulated by AMF under n® GP-18000014 — Limited company with a share capital of 48 518 602 €. Trade register
n°525 192 753 Paris — VAT : FR 93 525 192 753 — Registered Office: 43, avenue Pierre Mendés-France, 75013 Paris —

This document is intended for professional, in accordance with MIFID. It may not be used for any purpose other than that for which it was
conceived and may not be copied, distributed or communicated to third parties, in part or in whole, without the prior written authorization of
Ostrum Asset Management.

None of the information contained in this document should be interpreted as having any contractual value. This document is produced purely
for the purposes of providing indicative information. This document consists of a presentation created and prepared by Ostrum Asset
Management based on sources it considers to be reliable.

Ostrum Asset Management reserves the right to modify the information presented in this document at any time without notice, which under no
circumstances constitutes a commitment from Ostrum Asset Management.

The analyses and opinions referenced herein represent the subjective views of the author(s) as referenced, are as of the date shown and are
subject to change without prior notice. There can be no assurance that developments will transpire as may be forecasted in this material. This
simulation was carried out for indicative purposes, on the basis of hypothetical investments, and does not constitute a contractual agreement
from the part of Ostrum Asset Management.

Ostrum Asset Management will not be held responsible for any decision taken or not taken on the basis of the information contained in this
document, nor in the use that a third party might make of the information. Figures mentioned refer to previous years. Past performance does
not guarantee future results. Any reference to a ranking, a rating or an award provides no guarantee for future performance and is not constant
over time. Reference to a ranking and/or an award does not indicate the future performance of the UCITS/AIF or the fund manager.

Under Ostrum Asset Management’s social responsibility policy, and in accordance with the treaties signed by the French government, the funds
directly managed by Ostrum Asset Management do not invest in any company that manufactures, sells or stocks anti-personnel mines and
cluster bombs.

Final version dated 28/02/2022

This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified
or Institutional Investors and, when required by local regulation, only at their written request. This material must not be used with Retail
Investors.

In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers S.A. or one of its branch offices listed below.
Natixis Investment Managers S.A. is a Luxembourg management company that is authorized by the Commission de Surveillance du
Secteur Financier and is incorporated under Luxembourg laws and registered under n. B 115843. Registered office of Natixis Investment
Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. ltaly: Natixis Investment Managers S.A.,
Succursale Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via San Clemente
1, 20122 Milan, ltaly. Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland (Registration number: HRB
88541). Registered office: Im Trutz Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: Natixis
Investment Managers, Nederlands (Registration number 50774670). Registered office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands.
Sweden: Natixis Investment Managers, Nordics Filial (Registration number 516405-9601 - Swedish Companies Registration Office).
Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en Espafa. Serrano
n°90, 6th Floor, 28006, Madrid, Spain. Belgium: Natixis Investment Managers S.A., Belgian Branch, Louizalaan 120 Avenue Louise,
1000 Brussel/Bruxelles, Belgium.

In France: Provided by Natixis Investment Managers International — a portfolio management company authorized by the Autorité des
Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme)
registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendes France,
75013 Paris.

In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sarl, Rue du Vieux College 10,
1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zirich.

In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial
Conduct Authority (register no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V
5ER. When permitted, the distribution of this material is intended to be made to persons as described as follows: in the United Kingdom:
this material is intended to be communicated to and/or directed at investment professionals and professional investors only; in Ireland:
this material is intended to be communicated to and/or directed at professional investors only; in Guernsey: this material is intended to
be communicated to and/or directed at only financial services providers which hold a license from the Guernsey Financial Services
Commission; in Jersey: this material is intended to be communicated to and/or directed at professional investors only; in the Isle of
Man: this material is intended to be communicated to and/or directed at only financial services providers which hold a license from the
Isle of Man Financial Services Authority or insurers authorised under section 8 of the Insurance Act 2008.

In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which is
regulated by the DFSA. Related financial products or services are only available to persons who have sufficient financial experience
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and understanding to participate in financial markets within the DIFC, and qualify as Professional Clients or Market Counterparties as
defined by the DFSA. No other Person should act upon this material. Registered office: Unit L10-02, Level 10 ,ICD Brookfield Place,
DIFC, PO Box 506752, Dubai, United Arab Emirates

In Japan: Provided by Natixis Investment Managers Japan Co., Ltd., Registration No.: Director-General of the Kanto Local Financial
Bureau (kinsho) No. 425. Content of Business: The Company conducts discretionary asset management business and investment
advisory and agency business as a Financial Instruments Business Operator. Registered address: 1-4-5, Roppongi, Minato-ku, Tokyo.
In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment
Consulting Enterprise regulated by the Financial Supervisory Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 5,
Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.O.C.), license number 2020 FSC SICE No. 025, Tel. +886 2 8789 2788.
In Singapore: Provided by Natixis Investment Managers Singapore Limited (company registration no. 199801044D) to distributors and
institutional investors for informational purposes only.

In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to institutional/ corporate professional investors only.

In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended
for the general information of financial advisers and wholesale clients only .

In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not constitute
financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available
to New Zealand investors who have certified that they meet the requirements in the FMCA for wholesale investors. Natixis Investment
Managers Australia Pty Limited is not a registered financial service provider in New Zealand.

In Latin America: Provided by Natixis Investment Managers S.A.

In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised
by the Central Bank of Uruguay. Office: San Lucar 1491, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a fund
qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627.

In Colombia: Provided by Natixis Investment Managers S.A. Oficina de Representacion (Colombia) to professional clients for
informational purposes only as permitted under Decree 2555 of 2010. Any products, services or investments referred to herein are
rendered exclusively outside of Colombia. This material does not constitute a public offering in Colombia and is addressed to less than
100 specifically identified investors.

In Mexico Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial entity, securities intermediary,
or an investment manager in terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered
with the Comisidn Nacional Bancaria y de Valores (CNBV) or any other Mexican authority. Any products, services or
investments referred to herein that require authorization or license are rendered exclusively outside of Mexico. While shares
of certain ETFs may be listed in the Sistema Internacional de Cotizaciones (SIC), such listing does not represent a public
offering of securities in Mexico, and therefore the accuracy of this information has not been confirmed by the CNBV. Natixis
Investment Managers is an entity organized under the laws of France and is not authorized by or registered with the CNBV
or any other Mexican authority. Any reference contained herein to “Investment Managers” is made to Natixis Investment
Managers and/or any of its investment management subsidiaries, which are also not authorized by or registered with the
CNBV or any other Mexican authority.

The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse line-
up of specialised investment management and distribution entities worldwide. The investment management subsidiaries of Natixis
Investment Managers conduct any regulated activities only in and from the jurisdictions in which they are licensed or authorized. Their
services and the products they manage are not available to all investors in all jurisdictions. It is the responsibility of each investment
service provider to ensure that the offering or sale of fund shares or third party investment services to its clients complies with the
relevant national law.

The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute
investment advice, or a recommendation or an offer to buy or to sell any security, or an offer of any regulated financial activity. Investors
should consider the investment objectives, risks and expenses of any investment carefully before investing. The analyses, opinions,
and certain of the investment themes and processes referenced herein represent the views of the portfolio manager(s) as of the date
indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change. There can be no assurance that
developments will transpire as may be forecasted in this material. Past performance information presented is not indicative of future
performance.

Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party
sources, it does not guarantee the accuracy, adequacy, or completeness of such information. This material may not be distributed,
published, or reproduced, in whole or in part.

All amounts shown are expressed in USD unless otherwise indicated.
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