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Market review: A panic cycle

The ECB raised rates but offers no guidance for future moves;

Financial developments will inform policy decisions; N,
Unheard-of volatility in rates; 5/

Fed injects $165 Bn. Axel Botte
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Chart of the week
One of the caracteristics of last week’s market

German 10 year Bund: Intraday volatility turmoil is the unprecedented volatility in the bond
(difference between highest and lowest yield) market. Wednesday, the daily range of the Bund
was 40 bp. This is totally unusual, the previous
all time high since 1999 had been recorded on

the 8™ of August 2011 at 29 bp.
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Figure of the week

Labor costs were up 5.7% in Q4 last year. The
- emergence of a wage/inflation spiral is now

indisputable.
Source : Ostrum AM
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eTopic of the week

Update of our
forecasts

As of every quarter, during our investment
committee process, we update our economic
forecasts. Here we present this update.

Euro Area

We expected a very moderate recession in Q4 2022 and Q1
2023. The figures published for Q4 actually show a
stabilization of the economy. On the other hand, the
evidence for this year's Q1 shows growth, albeit low, but in
all probability positive.

As a result, the growth carry-over at the end of 2022 was
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already 0.4%. With moderate growth, average growth over
the rest of the year should therefore be in the 0.5/1.0%
range.

The relative decline in inflation and the rise in wages, but
also in government subsidies, should keep the purchasing
power of wages at a very slightly positive level. Consumption
would then be slightly upward over the year. Similarly, the
accumulated investment lag should allow capex to progress,
again moderately.

As a result, we have a GDP trajectory that is still mediocre
but displays a little acceleration at mid-year. This puts us on
the high side of the consensus.

A fundamental point in our forecast is the inflation trajectory.
It's declining rapidly until this summer, largely because of the
basic effects on the energy component. But the underlying
part remains very stable and should not fall below 5% by the
end of the year. This leads to a high year-end landing, above
5 % over the last quarter. This is fundamental to monetary

policy.

Euro Area 2022 2023
Q1 Q2 [OK] Q4 Q1 Q2 (OK] Q4 2022 2023

GDP (QoQ)

Ostrum 0.6 0.9 0.4 0.0 0.2 0.4 0.4 0.3 35 1.1

consensus -0.2 0.1 0.3 0.2 0.5
Inflation

Ostrum 6.1 8.0 9.3 10.0 6.3 6.0 5.8 5.6 8.4 5.9

Consensus 8.0 6.3 4.7 3.1 5.5
Core inflation

Ostrum 2.7 3.7 4.4 5.1 5.3 5.2 5.1 51 3.9 5.2
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USA et al.

Rising rates are a drag on growth, with the most directly
exposed sectors, including real estate, showing very strong
signs of slowing. While the figures available for the first
quarter show, once again, a very resilient economy, on the
other hand we think that the economy will approach
recession at the end of the year.

The U.S. economy has shown an unusual ability to absorb
rate hikes. We believe that structural changes explain this
resistance. As a result, we think the “soft landing” scenario
is more likely than the “hard landing” scenario.

The bankruptcies of SVB and Signature are a warning shot:

USA 2022
Q1 Q2 ok}

we do not think this constitutes the beginning of a systemic
crisis, the much more pessimistic alternative scenario can
however be ruled out even if its probability is limited.

Finally, continued inflation above the Fed target remains the
most likely scenario. Wage pressures in particular remain
high. Again, this is a structuring element for the Fed.

It should also be noted that China is rapidly reopening. This
implies more sustained global growth, an improvement in the
latest production problems related to supply chains, but also
new potential inflationary pressures on raw materials. The
reopening of China therefore bears out the idea of growth
that surprises upward, as well as inflation.

2023

Q4 Q1 Q2 Q3 Q4 2022 2023

GDP (QoQ)

Ostrum -04 -0.2 0.8 0.7 0.5 0.3 0.0 0.0 2.1 15

Consensus 0.1 -0.1 0.0 0.2 0.8
Inflation

Ostrum 8.0 8.7 8.3 7.1 2.6 2.6 2.7 2.7 8.0 2.7

consensus 5.8 4.1 3.5 3.2 4.2
Core inflation

Ostrum 6.5 59 6.6 5.7 3.0 2.5 2.4 2.4 6.2 2.6
Conclusion

Our central scenario is a sluggish recovery with economies
bordering on recession. However, the consensus, which
seems to be far behind, is lower than we are on these growth
figures. So there is potential for upgrade.

The structuring element of our view is inflation as we expect
underlying pressures to persist at a high level that should
make central banks uncomfortable.
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Market review

The Fed and financial institutions take
initiatives to mitigate the banking panic,
but the volatility of interest rates remains
considerable.

It is extremely rare to observe intraday movements of 60bp
on the German 2-year and yet the Schatz traded at 3% on
Wednesday morning then below 2.40% a few hours later.
Years of unconventional policies had long masked this
natural tendency to greater volatility in 2-year bonds
compared to long rates. The return to so form of “normality”
in the term structure of volatility is brutal. Moreover, the
current situation reminds us that trust will always remain a
bank’'s main asset. The banking panic in the United States is
easing somewhat thanks to the use of Fed facilities. In
Europe, the SNB offered CHF 50 billion to save Credit
Suisse from a deleterious spiral. As often, the dynamics of a
banking crisis appear unpredictable. The cash injected in
emergency limited the correction or even allowed stock
market gains on the Nasdaq (+3.3% this week). Long-term
interest rates seem to concentrate all volatility. The yield on
US 10-year notes is overall down around 30bp over the
week to around 3.4%. The Bund yield is trading around
2.10% at the end of the week. Sovereign spreads are
suffering much less than IG corporate credit and European
high yield. Swap spreads, a reliable indicator of interbank
tensions, are logically widening. The 2-year swap spread
indeed trades over 80 bps. Oil prices plunged, in response
to both the risk-off market environment and higher-than-
expected Russian production. Brent prices are trading near
$72 a barrel. The Japanese yen regains its status as a safe
haven, especially as the Swiss franc is penalized by the
setbacks of Credit Suisse. Gold is also rising above $1950
an ounce. Cryptocurrencies are rebounding strongly,
ignoring the fallout of Signature Bank.

The banking situation is now a central concern over inflation
dynamics for market participants and to, a lesser degree, for
the central banks. In the euro area, the interest rate policy,
which remains guided by inflation risks, is now conditional
on financial stability and "data" and will prevail over the
analysis of underlying inflation and the transmission of
monetary policy according to the ECB’s communiqué on
Thursday. In short, financial stability has gone up two
notches in the modus operandi of the ECB. This change of
heart comes as the ECB raises its growth forecast (1%) and
underlying inflation (4.6%) for 2023. Headline inflation is
lowered by 1 pp to 5.3% due to the decline in gas prices so
far this year. The 2024 and 2025 inflation projections have
been sharply reduced (-0.5pp over 2024) and may sound
like guidance for lower rates. The ECB no longer pre-
commits on its next rate move, probably also take the time
to process the reaction of the Federal Reserve. The FOMC
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is expected to raise the Fed funds rate on Wednesday. That
said, the 50 bp hike mentioned after Jerome Powell’'s
testimony before Congress and the revised PCE inflation
numbers now seems less likely. Core inflation remains
elevated and the economic situation, given GDP growth of
around 2% in the first quarter, does not require any
immediate monetary relief. The FOMC's rate projections (the
‘dot plot’) will nevertheless be scrutinized by the market. The
financial risks have clearly increased indeed. Use of the
Fed's discount window reached $153 billion last Thursday.
The new Bank Term Funding Program (BTFP) is used to the
tune of $12 billion. This only emphasizes the scale of deposit
flight to the larger, better-regulated U.S. banks, on which a
rate cut would have no effect. In fact, a group of large US
banks now offer a liquidity lifeline to First Republic for $30
billion.

Economic data takes a back seat. However, we are seeing
a surprising stabilization of the real estate market with an
increase in housing starts and an improvement in developer
confidence. Industrial production grew in the first two months
of the year. Retail sales are down slightly after their 3.2%
rebound in January.

Fixed income markets are experiencing unprecedented
volatility. Uncertainty about the trajectory of key policy rates
is fueling the nervousness of the Schatz and contributing to
the widening of swap spreads. Sovereign risk is preferred to
credit even if the flows are mainly dominated by money
market funds. Core sovereign debt also outperformed swaps
and spread volatility remained low, including on peripheral
debt. The widening in credit spreads amounts to 40 bps over
one week in the euro area. The 2023 tightening is now
history. High yield is 100 bps wider than the previous week’s
close. Liquidity conditions have deteriorated in the bond
market but IG still trades at wider quotes. The primary bond
market came back to a standstill as volatility conditions
cooled issuers. On the equity markets, the plunge in
European banks reached 13% in the wake of the interest
rate rally. Oil companies suffer from the $10 drop in crude
prices. Conversely, the Nasdaq and, in its wake, European
technology, are benefiting from the relapse in long-term
rates.

The market is looking for safe havens. The yen (132) regains
this safe haven status, helped in this by the well-established
procrastination of the BoJ. The Swiss franc can no longer
play this role in the short term for obvious reasons. The euro
is stable around $1.06. The dollar no longer attracts flight-to-
safety flows and the price of gold indicates renewed interest
in the barbaric relic. Somewhat ironically, the upturn
cryptocurrency prices also reflect the concern of some
stakeholders for banking risk.

Axel Botte
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e Main market indicators

G4 Government Bonds
EUR Bunds 2y

EUR Bunds 10y
EUR Bunds 2s10s
USD Treasuries 2y
USD Treasuries 10y
USD Treasuries 2s10s
GBP Gilt 10y
JPY JGB 10y
€ Sovereign Spreads (10y)
France
Italy
Spain

Inflation Break-evens (10y)
EUR 10y Inflation Swap
USD 10y Inflation Swap

GBP 10y Inflation Swap
EUR Credit Indices

EUR Corporate Credit OAS

EUR Agencies OAS

EUR Securitized - Covered OAS
EUR Pan-European High Yield OAS

EUR/USD CDS Indices 5y

iTraxx IG
iTraxx Crossover
CDX IG

CDX High Yield
Emerging Markets

JPM EMBI Global Div. Spread

Currencies
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EUR/USD
GBP/USD
USD/JPY

Commodity Futures

Crude Brent
Gold
Equity Market Indices
S&P 500
EuroStoxx 50
CAC 40
Nikkei 225
Shanghai Composite
VIX - Implied Volatility Index

20-Mar-23 1wk (bp) 1m (bp) 2022 (bp)
2.36% -33 -54 -40
2.13% -13 -34 -45
-24.6bp +20 +20 -4
3.96% -1 -65 -46
3.5% -8 -32 -38
-47.6bp -6 +33 +8
3.31% -6 -16 -36
0.25% -10 -6 +2
20-Mar-23 1wk (bp) 1m (bp) 2022 (bp)
54.76bp +1 +8 +0
186.34bp -6 +4 -27
107.24bp -3 +12 -1
20-Mar-23 1m (bp) 2022 (bp)
2.34% -16 -10 -21
2.41% -6 -17 -11
3.69% -14 -7 -23
20-Mar-23 1wk (bp) 1m (bp) 2022 (bp)
189bp +37 +45 +22
81bp +11 +11 +2
94bp +13 +16 +10
535bp +84 +103 +23
20-Mar-23 1wk (bp) 1m (bp) 2022 (bp)
99%bp +7 +21 +8
506bp +40 +98 +32
88bp -1 +15 +6
520bp -4 +75 +36
20-Mar-23 1wk (bp) 1m (bp) 2022 (bp)
510bp +36 +55 +57
20-Mar-23 1wk (%) 1m (%) 2022 (%)
$1.073 -0.056 0.365 0.2
$1.228 0.763 1.952 1.6
JPY 132 1.177 1.967 -0.4
20-Mar-23 -lwk ($) -1m($) 2022 (%)
$72.4 -$8.4 -$11.4 -15.09
$1977.4 $63.7 $136.0 8.41
20-Mar-23 -lwk (%) -1m (%) 2022 (%)
3947 2.36 -3.24 2.8
4119 0.56 -3.55 8.6
7013 0.02 -4.40 8.3
26 946 -3.19 -1.92 3.3
3235 -1.03 -2.17 4.7
24.36 -8.14 21.68 12.4

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 20/03/2023

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. Italy: 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 Mendés 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 Zdirich.

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 Comisién 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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